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I OVERVIEW

The Budget and Economic Qutlook

In its January 2015 report titled The Budget and Economic Outlook: 2015 to 2025, the
Congressional Budget Office (CBO) analyzed the nation’s long-term fiscal challenges.
According to CBO’s 10-year forecast, the federal budget deficit, while remaining at low levels
relative to the gross domestic product (GDP) through fiscal year (FY) 2018, begins to rise in
subsequent years, increasing the federal debt relative to GDP. After FY 2017, CBO expects real
GDP growth to slow dramatically.

CBO projects that the deficit will reach $1.1 trillion in FY 2025, or 4 percent of GDP.
From FY 2016 to 2025, cumulative deficits are expected to reach $7.6 trillion. At the end of this
fiscal year, CBO forecasts that publicly held debt will reach 74 percent of GDP, climbing to
nearly 79 percent of GDP by FY 2025.

Over the next decade, CBO projects continued increases in federal spending, from
slightly above 20 percent of GDP this fiscal year, to a little over 22 percent in FY 2025. CBO
expects spending for Social Security; Medicare, Medicaid, and health insurance exchange
subsidies; and net interest to outpace economic growth. At the same time, according to CBO,
mandatory spending excluding Social Security and health care, as well as defense and non-
defense discretionary spending, will decline relative to GDP.

CBO’s 10-year projections forecast that in 25 years the federal debt will reach
unsustainable levels, topping 100 percent of GDP and continuing to rise. This augurs serious
economic consequences, including increased spending to pay interest, decreased long-term
economic growth, difficulty responding to unforeseen problems, and the potential for a fiscal
emergency.

In its report, CBO lowers its previous real GDP growth projeetions for FY 2014 through
2018, from 2.7 percent to 2.5 percent annually. This downward revision means fewer potential
jobs for Americans to hold, as well as a higher risk of businesses being unable to expand and hire
more workers.

According to CBO, in the longer term, economic growth will slow from FY 2020 to 2025
to an annual average of 2.2 percent. Potential output growth will be much slower than during the
1980s and 1990s. This forecast is more bad news for Americans hungry to find and keep good-
paying jobs, own a home, start and sustain a family, and prepare for the future and save for
retirement.

In addition, inflation and interest rate increases likely will become an issue in the next
several years, according to CBO, which will cause additional stress on Americans’ pocketbooks.

The President’s Budget Request for Fiscal Year 2016

The President’s budget fails to balance and, in fact, never achieves balance. Under the
proposal, every American will owe almost $75,000 on the national debt in just 10 years.
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Next year alone, the President’s budget request for fiscal year (FY) 2016 calls for an 8
percent increase in federal spending. Over the next 10 years, the President’s plan increases tota
spending by 65 percent, from $3.7 trillion to $6.1 trillion.

Under an honest accounting, the President proposes tax increases of $1.8 trillion to pay
for this new spending, amassing deficits of $6.0 trillion over 10 years. Deficits will increase
steadily in the years after the President’s term is complete.

The President’s budget materials reported that his plan reduces deficits by $2.2 trillion
over the next 10 years, but CBO puts the deficit reduction number at $1.2 trillion.

The President’s budget proposes $1.091 trillion in regular discretionary budget authority
for FY 2016. Over the FY 2016 to 2021 period, the President recommends increasing regular
discretionary budget authority by $362.2 billion, reversing approximately two-thirds of the
discretionary spending constraints imposed by the 2011 Budget Control Act (BCA), the only
significant control on discretionary spending since similar limits expired in 2002,

In addition to the requested regular discretionary budget authority, the President asks for
$68.2 billion in BCA cap increases for FY 2016. When combined with the $1.091 trillion in
regular appropriations, the President proposes $1.159 trillion in discretionary budget authority
for FY 2016.

The President’s plan more than triples spending on federal interest costs, the fastest
growing item in the budget. Thesc payments provide no goods, no services, and no benefits to
taxpayers. Interest on the debt in FY 2015 is expected to be $229 billion, but would rise to $769
billion in FY 2025 under the President’s plan, making annual interest costs larger than his
proposed spending for national defense, Medicaid, or the combined total of all non-defense
agency spending.

The President’s proposal allows total federal debt to reach $25.8 trillion in 10 years, an
increase of $7.4 trillion. Borrowing from Social Security and other government agencies
expands under the President’s plan by $770 billion over the budget period. Following the
President’s gross debt path, from FY 2014 to 2025, debt per person increases by nearly $20,000,
or 36 percent, to $74,389 owed by every American.

Senate Republicans’ Balanced Budget Reselution

The FY 2016 Senate Republican budget plan balances the budget in 10 years by limiting
the growth of government spending — not by raising taxes — and increases the pace of economic
growth and private sector job creation. It provides for a strong national defense and for the care
of our most vulnerable citizens. It serves as a framework to cxpand economic opportunity for
American families, employers, and hardworking taxpayers. By limiting spending and lightening
the regulatory burden, the plan makes it possible for millions of unemployed Americans who
need a good job to reenter the workforce.

Senate Republicans present a way forward, toward a more effective, efficient, and
accountable government - one that supports Americans when it must, and gets out of the way
when it should. Senate Republicans achieve $4.4 trillion more in deficit reduction through their
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balanced budget than the President does in his request, thereby saving American taxpayers $6.1
trillion over 10 years relative to CBO’s January projections.

Senate GOP Budget Compared With President’s Budget
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Fostering fiscal honesty, transparency, and discipline, this balanced budget represents a
down payment on restoring the public’s trust in their government. The resolution responds to
public concerns about the budget process by proposing new rules that promote honest accounting
and curb budget gimmicks. The budget calls for a return to regular Senate order, allowing all
committees to act fully, and the Appropriations Committee to begin consideration of spending
bills on time. It also provides a fast-track vehicle through reconciliation to move important
legislation this year. In addition, the Senate plan delivers taxpayer protections that reinforce
discretionary spending caps, limit abuses of the appropriations process, confront unfunded
mandates, and expedite legislation to tackle government overreach.

Concerning the Patient Protection and Affordable Care Act (PPACA), the Senate
Republican budget provides for repealing and replacing this law with practical health care
solutions. This will protect Americans from the law’s burdensome mandates and doctor-patient
restrictions to boost the private sector economy and bring back full-time jobs. The plan also
allows Congress to replace PPACA’s tax hikes with pro-growth, revenue-neutral tax reforms.

At the same time, the Senate Republican budget retains PPACA’s Medicare savings in
order to protect the Medicare trust fund from insolvency, while allowing Congress to author
policy choices that protect beneficiaries. The Senate plan prevents future raids by the President
on the Medicare trust fund and adds five years to the program’s solvency.

In an effort to strengthen the nation’s safety net and bolster anti-poverty programs, the
Senate Republican budget allows Congress to provide flexible funding to the states to better
assist Americans in need. The budget improves the Medicaid program using the successful
model of the Children’s Health Insurance Program, or CHIP, allowing states to more effectively
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design benefits. The plan makes no changes to the funding of Medicaid acute-care services for
low-income elderly and disabled citizens. As well, it provides funding for CHIP and a reserve
fund for extension of CHIP, a program pioneered by Republicans in 1997.

The proposal allows Congress to strengthen welfare by streamlining programs to expedite
aid to those who need help while giving states key decision-making responsibilities. Operating
welfare programs more efficiently not only produces better results, but also saves the taxpayers
money. The budget allows Congress to strengthen the welfare-to-work job training program to
help millions of struggling Americans transition from dependence on the welfare rolls, to
financial and personal independence on the payroll — the ultimate goal of any poverty alleviation
effort.

Along with caring for Americans in need and dealing with the debt, the budget
recognizes that the government must provide for a strong national defense, especially given the
mounting security threats from abroad. The Senate Republican budget makes national defense a
priority and provides for the maximum atlowable defense funding under current law, and
includes a fiscally responsible path for further defense spending increases. There are no across-
the-board defense cuts in the Senate budget. Rather, the plan encourages responsible defense
spending increases every year. Under the plan, Congress retains the flexibility to make key
defense funding decisions in future years.

While balancing the budget, the Senate Republican plan preserves Social Security, which
is on a track to bankruptcy. Honoring the special off-budget status of Social Security, the
proposal seeks no current changes to the retirement program for seniors. Rather, it slows the rate
of funding growth in other areas of the budget in order to avoid an increase in publicly held debt.
Leaders from both sides of the aisle need to come together and reasonably discuss sensible
measures to safeguard Social Security and prevent future automatic across-the-board benefit
cuts, for the well-being of retirees, the disabled, and future generations.

With a federal debt of $18 trillion and counting, the nation desperately needs balanced
budgets and a return to robust economic growth, which will enhance revenues without tax hikes
and help bring down the debt. The Senate Republican budget provides this needed boost to the
economy. By curbing overspending and providing regulatory relief, the Senate proposal could
nearly double the current job creation rate.

To hasten private sector job creation, the budget includes an economic growth reserve
fund. This fund helps Congress consider policies to lower the after-tax costs of investment,
savings, and work; curb costs from the Internal Revenue Code of 1986; reduce the costs of
frivolous lawsuits; create a more competitive financial sector while enhancing the credit-
worthiness of lending institutions; and provide enhanced use of economic models and data in
scoring legislation to better estimate the economic impact of policy changes.

The Senate Republican budget allows Congress to lay the groundwork for strengthening
American energy security, natural resources, and transportation infrastructure as critical to the
health of the overall economy. The proposal permits Congress to enhance America’s position as
a major producer of global energy resources and promotes low-cost energy and economic
opportunity for America’s hardworking families. [t supports the ability of Congress to consider
how to responsibly increase domestic oil and gas cxploration and allows Congress to consider
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the elimination of burdensome regulations that discourage economic development and job
creation.

The plan also promotes a more sensible approach to managing federal lands, permitting
Congress to make key recommendations about how best to protect natural resources in the
country. In addition, the budget supports modernization of the nation’s deteriorating
transportation infrastructure. The proposal begins by bringing future transportation spending in
line with incoming revenue to pay for essential road and bridge construction and promote
economic growth without adding to the debt.

The Senate Republican balanced budget is a responsible plan that safeguards America’s
future generations by confronting our nation’s overspending problem, tackling our debt, and
balancing the budget in 10 years. Every day, American families make tough decisions about
their spending in order to live within their means — it is time that Congress does the same and
starts making hard choices about how it spends hardworking taxpayers’ money. If government
programs are not delivering results, improve them. If they are unnecessary and wasteful,
eliminate them. It’s time to prioritize, demand results, and bring honesty back to the budget
process on behalf of the American people. This balanced budget moves America forward.






11. RESOLUTION LEVELS

BUDGET FUNCTION 050: NATIONAL DEFENSE

The National Defense function includes funds to develop, maintain, and equip the
military forces of the United States. Historically, about 95 percent of the funding in this function
goes to Department of Defense military activities; the remaining funding applies to atomic
energy defense activities of the Department of Energy and other defense-related activitics.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $531.3 billion in regular
budget authority and $564.0 billion in outlays in fiscal year 2016. Regular discretionary budget
authority in FY 2016 totals $523.1 billion, with $555.7 billion in outlays; mandatory spending is
$8.2 billion in budget authority and $8.3 billion in outlays. Over 10 years, regular budget
authority totals $5,886.8 billion, and outlays are $5,821.5 billion.

As well, the function contains $89.0 billion in discretionary budget authority and $87.1
billion in related outlays for overseas contingency operations.

Plan Addresses Challenges

The administration has created uncertainty in the defense budget, postponing the choices
required for a more efficient and sustainable defense spending topline. Therefore, Congress will
need to take the lead in making choices on defense spending. As such, the Senate Budget
Committee will take a continued interest in the Senate Armed Services Committee’s initiatives
for greater efficiency and reforms in the national defensc budget. As outlined in their bipartisan
views and estimates letter to the Budget Committee (reprinted later in this report), the Chairman
and Ranking Member of the Senate Armed Services Committee are committed to the following
initiatives:

» Reform of the defense acquisition process to foster increased competition and
accountability, produce weapons systems within budget and on time, and improve our
nation’s defense technological edge.

¢ Continued scrutiny of the Department of Defense to ensure auditability by FY 2017.

e Examination of the recommendations of the Military Compensation and Retirement
Modernization Commission, with a focus on recommendations that enhance the
experience of service-members.

o Identification of defense management reforms that could reduce or consolidate military
headquarters, commands and infrastructure; slow the rate of personnel cost growth; and
enhance contract competition.

The budget fully funds national defense under the BCA and provides nearly $5.8 trillion in
regular discretionary budget authority over the FY 2016 to 2025 period. Under the budget, base
discretionary budget authority totals $523.1 billion in FY 2016, or $1.8 billion more than last
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year’s statutory defense spending limit. And after FY 2016, defense spending will continue to
increase. Owver the remaining BCA period, FY 2017 to 2021, defense spending will increase by
$13.4 billion, or an average of 2.4 percent annually. Appropriating at the levels assumed in the
budget resolution during the FY 2016 to 2021 period ensures that defense spending will not face
indiscriminate across-the-board cuts in the future.

The budget resolution recognizes that only a change in law can modify the BCA’s statutory
discretionary spending limits. Therefore, in order to address the need for further investments
beyond the resolution’s nearly $5.8 trillion in non-war budget authority, the budget includes a
deficit-neutral reserve fund to enhance national security spending. This fund could be used for
deficit-neutral legislation that would invest in our military personnel, the readiness of our Armed
Forces, U.S. nuclear forces and their technical base, and the modernization of critical platforms,
all while maintaining fiscal discipline.

Finally, in addition to the regular budget authority included in the resolution, the budget
supports $89.0 billion in overseas contingency operations (OCO) funding. This level of OCO
funding, when combined with the legally permitted base funding level, is in line with the
President’s overall discretionary defense request of $612 billion.

BUDGET FUNCTION 150: INTERNATIONAL AFFAIRS

The International Affairs function contains spending on international humanitarian and
development assistance; international security assistance; the conduct of foreign affairs; foreign
information and exchange activities; and international financial programs. Major agencies with
programs funded under this function include the departments of State, Treasury, and Agriculture;
the U.S. Agency for International Development; and the Millennium Challenge Corporation.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $40.7 billion in regular
budget authority and $46.6 billion in outlays in FY 2016. Regular discretionary budget authority
in FY 2016 totals $41.3 billion, with $47.9 billion in related outlays. Mandatory spending is -
$551 million in budget authority and -$1.3 billion in outlays. Over 10 years, regular budget
authority totals $451.8 billion, and outlays are $437.1 billion, $22.0 billion divergent from
baseline levels.

The above figures exclude the $7.0 billion in discretionary budget authority and $6.8
billion in related outlays provided in this function for overseas contingency operations. The
resolution provides these funds at the level requested by the President.

Plan Addresses Challenges

Funds provided through this function serve to enhance U.S. national security by
promoting international stability and economic development abroad. The budget ensures that
U.S. foreign aid efforts have the resources to meet these aims. Accordingly, the funding levels
for this function provide the committees of jurisdiction the ability to modernize and prioritize.
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Modernize, U.S. foreign assistance policies and programs are governed by a myriad of
authorizations and regulations going back decades. Many of these authorizations have not been
renewed since the Foreign Relations Authorization Act, Fiscal Year 2003, and the International
Security and Development Cooperation Act of 1985. This lapse in accountability and oversight
has led to an increase in overlapping, antiquated, and duplicative efforts. There are now nearly
30 federal government entities contributing to the U.S. foreign aid effort. This budget supports
efforts by the committees of jurisdiction in Congress to reform the U.S. foreign aid structure to
ensure U.S. foreign assistance is delivered in a more effective and transparent manner to today’s
interconnected world.

Prioritize. Today, at least 70 percent of countries receive some form of U.S. international
assistance. This budget supports committee efforts for a top-to-bottom review of U.S. aid and
diplomatic programs, allowing the committees of jurisdiction to identify where aid is working
and shift funding away from underperforming programs. As part of these prioritization efforts,
the budget supports the committees of jurisdiction reflecting the enhanced role of private sector
engagement in the foreign affairs landscape when making program funding decisions, to create
an appropriate blend of U.S. entities engaged in international assistanee.

BUDGET FUNCTION 250: SCIENCE AND TECHNOLOGY

The Science and Technology function includes the National Science Foundation,
programs other than aviation programs at the National Aeronautics and Space Administration,
and general science programs at the Department of Energy.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution ealls for $30.0 billion in budget
authority and $30.0 billion in outlays in FY 2016. Discretionary budget authority in 2016 totals
$29.9 billion, with $29.9 billion in related outlays. Mandatory spending is $107 million in
budget authority and $105 million in outlays. Over 10 years, budget authority totals $331.4
billion, and outlays are $328.5 billion, a divergence of $548 million from baseline levels.

Plan Addresses Challenges

This function is comprised almost entirely of discretionary spending, which is focused in
three agencies: the National Aeronautics and Space Administration (NASA), National Science
Foundation, and Office of Science at the Department of Energy. The budget allows for
committees to act in directing these agencies to refocus on their core missions, and spark a new
generation of American scientists.

The budget allows for committees to help NASA refocus on its core mission of space
exploration by consolidating its science, technology, engineering, and mathematics (STEM)
efforts, which better suit the National Science Foundation. Such focus for NASA could bctter
serve tomorrow’s scientists. Furthermore, the budget allows committees to consider whether to
ensure that the Department of Energy places enhanced focus on its core mission of addressing
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America’s energy needs while allowing the National Oceanic and Atmospheric Administration
to take the lead on climate change-related research.

BUDGET FUNCTION 270: ENERGY

The Energy function concerns the production, development, and use of energy for the
country. This function contains civilian energy programs at agencies including the departments
of Energy and Agriculture, Tennessee Valley Authority, Federal Energy Regulatory
Commission, and Nuclear Regulatory Commission.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for -$1.9 billion in budget
authority and $2.4 billion in outlays in FY 2016. Discretionary budget authority in FY 2016
totals $3.1 billion, with $4.2 billion in related outlays. Mandatory spending is -$5.1 billion in
budget authority and -$1.8 billion in outlays. Over 10 years, budget authority totals $6.9 billion,
and outlays are $6.1 billion, a divergence of $31.3 billion from baseline levels.

Plan Addresses Challenges

The programs included in this function have allowed the government to become
increasingly involved in the energy industry. Federal loan programs have cost taxpayers
hundreds of millions of dollars in failed firms such as Solyndra, A123 Systems, and Fisker
Automotive. Taxpayers must cover the costs of investments gone awry.

The Senate Budget Committee aliows committees to focus efforts on the nation’s energy
policymaking apparatus, which needs to be modernized. Regulatory frameworks for the supply
and delivery of electricity too often lag states’ needs and technological development. Cost-
benefit analysis fails to drive rule-making at self-funding agencies. The budget supports
committees of jurisdiction in their examination of government’s role in areas of the economy that
interact with Funciion 270 programs.

BUDGET FUNCTION 300: ENERGY AND NATURAL RESOURCES

The Environment and Natural Resources function focuses on the management,
development, and maintenance of the nation’s natural heritage. This function includes
conservation of land and water resources; development of water power and transportation
infrastructure; and agencies and resources associated with the management and regulation of
pollution, public and recreational lands, and natural resources.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $36.3 billion in budget
authority and $39.0 billion in outlays in FY 2016. Discretionary budget authority in FY 2016
totals $34.5 billion, with $37.2 billion in related outlays. Mandatory spending is $1.8 billion in
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budget authority and $1.8 billion in outlays. Over 10 years, budget authority totals $406.5
billion, and outlays are $412.5 billion, a divergence of $19.7 billion from baseline levels.

Plan Addresses Challenges

The budget envisions committees engaging in an examination of the federal
government’s environmental regulatory framework. In recent years, statutes that have remained
unchanged for decades have provided the legal basis for sweeping regulations that impact vast
swaths of the economy. The President’s Climate Action Plan and burdensome compliance
procedures, required even for basic infrastructure projects, are evidence of needed improvements
for committees to examinc.

Agricultural conservation programs were improved and streamlined through the recent
farm bill, yielding savings of 6.5 percent from the baseline spending level. The budget
recognizes committees can investigate opportunities for further improvement to achieve
additional savings to the taxpayers without harming our agricultural sector.

The federal government owns a large amount of land in Western states and does not
always manage those lands and their resources properly. Publicly owned forests are often
sources of disease and wildfires, while the share of onshore oil and gas production from public
lands has been falling.

The budget assumes policies from committees that fully fund wildfire suppression
operations and make provision for hazardous fuels reduction, timber harvests, and other
programs that promote healthy forest management. The budget allows committees to review
timber production from National Forests. Over time, policies that reduce the risk and severity of
wildfires, while supporting local economies through job creation and shared receipts, could be
considered. The budget also empowers committees to consider legislation that increases regular
appropriations for wildfirc suppression costs to an amount over the 10-year average of wildfire
suppression costs, while fixing the common and self-defeating practice of “fire-borrowing,”
allowing limited access to cap adjustments within the BCA framework, and funding programs at
the National Forest Service and Bureau of Land Management that are necessary to maintain
healthy forests.

BUDGET FUNCTION 350: AGRICULTURE

The Agriculture function provides for the continued success of American agriculture and
the agricultural industry. This function includes only programs and policies concerned with
agricultural production.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $20.6 billion in budget
authority and $20.6 billion in outlays in FY 2016. Discretionary budget authority in FY 2016
totals $5.9 billion, with $5.9 billion in related outlays. Mandatory spending is $14.7 billion in
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budget authority and $14.7 billion in outlays. Over 10 years, budget authority totals $218.1
billion, and outlays are $213.3 billion, a divergence of $11.5 billion from baseline levels.

Plan Addresses Challenges

Many programs at the Department of Agriculture promote unauthorized research or
conduct activities better-suited to other agencies. The budget encourages the committees to
review authorized programs to better align needs and resources.

The 2014 farm bill achieved less than 3 percent of savings from baseline spending levels
through reforms of commodity programs and crop insurance. Much of that savings has been lost
due to the configuration of new programs that replaced direct payments. The United States
needs a robust and straightforward safety net for farmers. The budget allows committees to
reexamine the farm safety net for necessary improvements that strengthen its ability to
streamline program payments.

BUDGET FUNCTION 370: COMMERCE AND HOUSING CREDIT

The Commerce and Housing Credit function includes the regulation and promotion of
commerce and certain housing policies and agencies. Agencies concerned with the economy as
a whole fall into this function. In addition, general-purpose subsidies and credit subsidies are
recorded here.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $1.9 billion in budget
authority and -$11.7 billion in outlays in FY 2016. Discretionary budget authority in FY 2016
totals -$8.1 billion, with -$7.9 billion in related outlays. Mandatory spending is $10.0 billion in
budget authority and -$3.7 billion in outlays. Over 10 years, budget authority totals -$5.6 billion,
and outlays are -$179.9 billion, a divergence of $121.0 billion from baseline levels. These figures
reflect the combined on- and off- budget amounts associated with this function.

Plan Addresses Challenges

Taxpayers remain at too great an exposure to market shocks in the housing industry,
which is susceptible to market-distorting signals. At the same time, regulatory agencies continue
to implement the Dodd Frank Act. The budget invites the re-examination of many of the
questions that were raised in the 2008 financial erisis with the goal of limiting taxpayer risk and
ensuring a robust and effective financial regulatory framework.

Other programs within Function 370 are evidence of exeessive government involvement
in the economy. The budget allows for an examination of policies to allow the market more
freedom to pick winners and losers.

The Federal Communications Commission (FCC) role bears re-examination. Recently,
the FCC raised taxes on Ameriean cell phone users in order to fund its expanded E-Rate program
for schools and libraries. Controversy continues to swirl around the provision of phone service
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through Lifeline. The FCC’s vast regulatory power was on display in its recent “Open Internet”
order. The budget allows committees to review the FCC and its activities.

BUDGET FUNCTION 400: TRANSPORTATION

The Transportation function focuses on aid and regulation for ground transportation
(including roads and highways, railroads, and urban mass transit), air transportation (including
aeronautical rescarch conducted by NASA), and maritime commerce. The major agencies
included in this function are the Department of Transportation (including the Federal Aviation
Administration, Federal Highway Administration, Federal Transit Administration, and Maritime
Administration), the Department of Homeland Security (including the Transportation Security
Administration, United States Coast Guard, and the Federal Air Marshal Service), and the
National Railroad Passenger Corporation.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $71.5 billion in budget
authority and $88.4 billion in outlays in FY 2016. Discretionary budget authority in FY 2016
totals $29.1 billion, with $87.2 billion in related outlays. Mandatory spending is $42.4 billion in
budget authority and $1.2 billion in outlays. Over 10 years, budget authority totals $750.4
billion, and outlays are $806.4 billion, a divergence of $162.5 billion from baseline levels.

Plan Addresses Challenges

The Highway Trust Fund is insolvent. Spending outpaces revenues from the gas tax by
approximately $14 billion each year, and that number is growing. 1f spending is kept at baseline
levels, CBO estimates a $169 billion shortfall in the Highway Trust Fund over the next 10 years.
The budget allows committees to bring spending in line with revenues, putting the Highway
Trust Fund on a more sustainable financial path, and preserves the user-pays principle in which
the public receives the level of service for which they have paid. At the same time, this budget
envisions reducing a number of lower priority items, wasteful spending, and diversions of funds
away from core transportation activities, to focus on the essential activities necessary for
maintaining this nation’s surface transportation, aviation and safety. The final package of these
policies will be determined by the appropriate committees of jurisdiction in future legislation.

BUDGET FUNCTION 450: COMMUNITY AND REGIONAL DEVELOPMENT

The Community and Regional Development function includes federal programs to
improve community economic conditions, promote rural development, and assist in federal
preparations for and response to disasters. This function provides appropriated funding for the
Community Development Block Grant, Department of Agriculture rural development programs,
Bureau of Indian Affairs, Federal Emergency Management Agency, and other disaster mitigation
and community development-related programs. It also provides mandatory funding for the
federal flood insurance program.
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Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $17.4 billion in budget
authority and $22.3 billion in outlays in FY 2016. Discretionary budget authority in 2016 totals
$16.2 billion, with $20.9 billion in related outlays. Mandatory spending is $1.2 billion in budget
authority and $1.4 billion in outlays. Over 10 years, budget authority totals $186.5 billion, and
outlays are $211.9 billion, a divergence of $38.6 billion from baseline levels.

Plan Addresses Challenges

An inefficient grant system currently exists in domestic development programs funded
within this budget function. In the past, the Office of Management and Budget (OMB) has
judged many of the current grant programs to be ineffective, unable to demonstrate results, or
duplicative of other federal programs.

The Senate Budget Committee believes that committees could review creating a more
efficient grant system, with congressional committees possessing stronger oversight roles.
Consolidating these various grant programs not only would eliminate waste, but also could
provide states the opportunity to have larger, more targeted and effective grants. As such, the
budget supports committee and government audits of various grant programs to combat waste,
fraud, and abuse.

BUDGET FUNCTION 500: EDUCATION, TRAINING, EMPLOYMENT, AND SOCIAL
SERVICES

The Education, Training, Employment, and Social Services function includes funding for
the Department of Education, some social services programs within the Department of Health
and Human Services, and employment and training programs within the Department of Labor.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $86.3 billion in budget
authority and $95.7 billion in outlays in FY 2016. Discretionary budget authority in FY 2016
totals $91.4 billion, with $95.0 billion in related outlays. Mandatory spending is -$5.1 billion in
budget authority and $746 million in outlays. Over 10 years, budget authority totals $930.0
billion, and outlays are $942.3 billion, a divergence of $143.4 billion from baseline levels.

Plan Addresses Challenges

Federal loans and grants for post-secondary education are major components of
mandatory spending in this function. College affordability is declining, despite recent surges in
federal student aid. This dynamic is unsustainable. Pell Grant funding tripled from 2001 to 2010,
yet the tuition-purchasing power of the maximum grant is at an all-time low. Post-secondary
students now borrow $100 billion annually, and the typical senior now graduates owing more
than $30,000, but is as likely as not to be employed in a job not requiring a college degree.
Student loan delinquencies are at historically high levels, and outstanding debt exceeds $1
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trillion. The President’s budget recognizes that federal student aid policies can have unintended
consequences; it proposes student loan policy revisions “to protect against institutional practices
that may further increase student indebtedness.” The budget allows committees to craft
legislation to address these challenges that the nation’s students now face.

BUDGET FUNCTION 550: HEALTH

The Health function contains spending on a variety of health care services administered
by the Department of Health and Human Services. This function also includes health research
conducted by the National Institutes of Health; public health and safety programs conducted by
the Centers for Disease Control and Prevention; primary health care services conducted by the
Health Resources and Services Administration; and the regulation of pharmaceuticals, medical
devices, and food products conducted by the Food and Drug Administration. However, the most
significant drivers of spending in the function are the coverage provisions of the President’s
health care law and Medicaid.

Summary of Committee-Reported Resolution

The committee-reported F'Y 2016 budgct resolution calls for $414.3 billion in budget
authority and $424.7 billion in outlays in FY 2016. Discretionary budget authority in FY 2016
totals $57.7 billion, with $58.4 billion in related outlays. Mandatory spending is $356.6 billion
in budget authority and $366.3 billion in outlays. Over 10 years, budget authority totals $4,376.4
billion, and outlays are $4,384.4 billion, a divergence of $2,487.0 billion from baseline levels.

Plan Addresses Challenges

This budget provides for committees to repeal and replace the President’s health law,
including the health insurance exchange subsidies and Medicaid expansion enacted by the law.
The budget allows committees of jurisdiction to develop common-sense health care solutions
that lower costs and improve care.

Under current law, the Medicaid program is financed jointly by federal and state
governments. The federal government’s share of spending for services is based on a formula that
provides a higher reimbursement to states with lower per capita incomes relative to the national
average. Almost all federal Medicaid funding is provided on an open-ended basis to the states,
meaning that increases in the number of enrollees or in costs per enrollee translate into more
federal payments to states. However, the program is administered by the states. States have
some flexibility in determining eligibility rules, which services to cover, program administration,
and payment rates for providers.

During times of economic growth, states have expanded eligibility and increased benefits
largely because they pay only a fraction of the cost as a result of the program’s matching rate
formula. Yet during economic downturns, states have limited avenues for reducing Medicaid
spending and scaling back program expansions, while the number of beneficiaries grows as the
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number of people eligible for the program increases. The current financing structure has created
a challenge both for the federal government and states that have fewer resources to provide
health care for low-income peoplc, particularly when those scrvices are needed the most. If
Medicaid’s financing is not strengthened, it threatens the sustainability of the safety net and
further crowds out spending on other budget areas.

This budget envisions committees considering policies to create a new, stable, and
predictable funding mechanism for states. The committees could modernize Medicaid based on
the successful model of the Children’s Health Insurance Program (CHIP), created with
congressional Republican leadership in 1997. The CHIP model could serve low-income,
working-age, able-bodied adults and children eligible for Medicaid. By allowing committees to
craft policies that place the Medicaid non-disabled populations onto a CHIP-style platform, the
budget greatly supports increased state flexibility in designing benefits and administering its
programs. Importantly, the budget assumes no changes to the funding of acute-care services for
the low-income elderly and individuals with disabilities. The budget places home- and
community-based services on a level playing field with institutional long-term care, and provides
the ability of committees to create stable and predictable funding, so that long-term services and
supports are sustainable for the federal government, the states, and, importantly, those served by
Medicaid.

BUDGET FUNCTION 570: MEDICARE

The Medicare function includes only the Medicare program, which provides health
insurance to senior citizens and certain persons with disabilities. Nearly 99 percent of spending
in this function occurs on the mandatory side of the budget, and almost all of the mandatory
spending consists of payments for Medicare benefits. The balance of spending is discretionary
annual appropriations for the cost of administering and monitoring the Medicare program.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $567.2 billion in budget
authority and $567.1 billion in outlays in FY 2016. Discretionary budget authority in FY 2016
totals $6.6 billion, with $6.6 billion in related outlays. Mandatory spending is $560.6 billion in
budget authority and $560.6 billion in outlays. Over 10 years, budget authority totals $6,930.9
billion, and outlays are $6,929.9 billion, a divergence of $434.7 billion from baseline levels.

Plan Addresses Challenges

Medicare spending is on an unsustainable course. The Hospital Insurance Trust Fund is
on a path to become insolvent as early as 2021, under the Medicare Trustees’ high-cost scenario.
CBO expects the trust fund will be exhausted early in the decade following 2025. According to
the independent actuaries at the Centers for Medicare and Medicaid Services, over the next 75
years, the federal government has promised more than $35 trillion in Medicare benefits in excess
of dedicated sources of revenue to support the program. Demographic changes also will place a
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strain on the federal budget, even in the near term. In 2011, the oldest baby boomers turned 65
and began enrolling in Medicare. CBO estimates that the number of Medicare beneficiaries will
increase by more than a third over the next decade, and that by 2024, roughly 60 percent of baby
boomers will be receiving Medicare benefits.

The budget assumes committees will act to extend Medicare’s solvency now, while
helping place the program on a path to permanent solvency over the long term. The Senate
Finance Committee ultimately will determine the Medicare reforms enacted to meet the goals of
the budget resolution. However, this budget allows committees to repeal the Independent
Payment Advisory Board (IPAB) mechanism under the President’s health law. The budget also
supports the total amount of proposed net Medicare savings in the President’s budget as a target
without endorsing the President’s specific policy proposals. The plan allows the Senate Finance
Comnmittee to develop a path forward as part of future negotiation with the administration.

The budget allows committees to write policies as they choose to extend the life of
Medicare’s Hospital Insurance Trust Fund by at least an additional five years, which Republicans
support. The plan also accommodates legislation to provide for a Medicare “doc fix” through a
reserve fund, in order to preserve seniors” access to their doctors and prevent a scheduled 21
percent cut in physician payment rates from taking effect.

BUDGET FUNCTION 600: INCOME SECURITY

The Income Security function covers a range of income security programs that provide
cash or near-cash assistance to low-income persons, and benefits to certain retirees, persons with
disabilities, and the unemployed.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $529.5 billion in budget
authority and $528.8 billion in outlays in FY 2016. Discretionary budget authority in FY 2016
totals $65.1 billion, with $65.4 billion in related outlays. Mandatory spending is $464.4 billion
in budget authority and $463.4 billion in outlays. Over 10 years, budget authority totals $4,899.5
billion, and outlays are $4,858.0 billion, a divergence of $760.3 billion from baseline levels

Plan Addresses Challenges

Participation in programs funded through this function typically increase during a
recession and decreasc during a recovery. The latest recession and recovery have been different.
Participation rates have increased more than poverty or unemployment.

Over the past several years, many states relaxed eligibility standards and increased
enrollment for persons above the poverty level in programs supported by this function,
threatening their fiscal sustainability.

Waste, fraud, and abuse continue to plague some programs. The Treasury Department’s
Inspector General has reported that millions of people who are not authorized to work in the
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United States have claimed billions of dollars in refundable chiid tax credits. This problem could
be fixed by requiring the use of Social Security Numbers just as we do for the Earned Income
Tax Credit.

The budget assumes that Congress will make improvements to the programs in this
function, ensuring programs for vulnerable populations will be protected. The budget supports
committees acting on reforms that would provide states with flexibility so that they can target
assistance to those most in need. The budget further assumes that the committees of jurisdiction
will exereise fiscal discipline and work to reduce spending on duplicative and wasteful programs.

BUDGET FUNCTION 650: SOCIAL SECURITY

The Social Security function consists of the payroll-tax-financed programs collectively
known as Social Security: Old-Age and Survivors Insurance (OASI) and Disability Insurance
(DI). These programs provide retirement and disability benefits to approximately 56 million
eligible retired workers, disabled persons, and their spouses and dependents. This function
includes both Social Security benefit payments and funds to administer the program and ensure
program integrity.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $930.0 billion in budget
authority and $925.9 billion in outlays in FY 2016. Discretionary budget authority in FY 2016
totals $5.0 billion, with $5.1 billion in related outlays. Mandatory spending is $924.9 billion in
budget authority and $920.7 billion in outlays. Over 10 years, budget authority totals $12,285.9
billion, and outlays are $12,225.4 billion. There is no change from baseline levels.

Plan Addresses Challenges

Social Security is on track to bankruptcy. Declining birth rates and rising life
expectancies, along with the aging of the baby boomers, is leading to a permanent demographic
shift, reducing the ratio of workers to beneficiaries from 3-to-1 to 2-to-1.

This demographic shift will increase the cost of benefits, relative to payroll tax revenue,
resulting in rising deficits. These deficits will deplete the Disability Insurance Trust Fund in
2016 and the Old-Age and Survivors Insurance Trust Fund in 2033, resuiting in automatic
across-the-board benefits cuts of 20 percent to 25 percent, respectively.

This budget assumes that the Senate Finance Committee, as the committee of jurisdiction,
will work in a bipartisan fashion to cnact legislation to confront the challenges facing the Social
Security program, including the approaching insolvency of the Disability Insurance Trust Fund.
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BUDGET FUNCTION 700: VETERANS BENEFITS AND SERVICES

The Veterans Benefits and Services function includes veterans’ health administration and
health services (majority of the discretionary spending), veterans’ pensions and disability
compensation (majority of the mandatory spending), and other veterans’ services.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $166.7 billion in budget
authority and $170.2 billion in outlays in FY 2016. Discretionary budget authority in 2016 totals
$68.6 billion, with $68.3 billion in related outlays. Mandatory spending is $98.1 billion in
budget authority and $101.8 billion in outlays. Over 10 years, budget authority totals $1,817.4
billion, and outlays are $1,812.7 billion. There is no change from baseline levels.

Plan Addresses Challenges

This budget resolution assumes no changes in discretionary or mandatory spending for
this function. The Senate Budget Committee will take a continued interest in providing veterans
with the care and resources they deserve. The budget contains a reserve fund for the
improvement of the delivery of benefits and services to veterans. This deficit-ncutral reserve
fund will allow Congress, in a fiscally responsible manner, to keep our promise of high-quality
health care and services to those who have served our country.

BUDGET FUNCTION 750: ADMINISTRATION OF JUSTICE

The Administration of Justice function includes programs to provide judicial services,
police protection, law enforcement (including civil rights), rehabilitation and incarceration of
criminals, and the general maintenance of domestic order.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $52.5 billion in budget
authority and $56.8 billion in outlays in FY 2016. Discretionary budget authority in 2016 totals
$51.3 billion, with $52.0 billion in related outlays. Mandatory spending is $1.2 billion in budget
authority and $4.8 billion in outlays. Over 10 years, budget authority totals $618.2 billion, and
outlays are $621.3 billion, a divergence of $29.1 billion from baseline levels.

Plan Addresses Challenges

Each year, Congress uses budget maneuvers, known as ChiMPs (Changes in Mandatory
Programs), with spending found in this function, to allow for additional budget authority during
the appropriations process. The Crime Victims Fund, Assets Forfeiture Fund, and Treasury
Forfeiture Fund will be protected in order to maintain a stable source of support for assisting
victims, the intended purpose of these funds. Through accountability, trust can be rebuilt with
the American taxpayer, and these changes can receive bipartisan support.



20

This function also includes funding for grants to law enforcement to keep our country and
our communities strong and secure. The budget supports committees reviewing these various
programs so that these programs operate in the best manner possible.

BUDGET FUNCTION 800: GENERAL GOVERNMENT

The General Government function includes the activities of thc White House and the
Executive Office of the President, the legislative branch, and programs to carry out the
administrative responsibilities of the federal government, including personnel management,
fiscal operations, and property control.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $23.8 billion in budget
authority and $23.7 billion in outlays in FY 2016. Discretionary budget authority in FY 2016
totals $17.2 billion, with $17.1 billion in related outlays. Mandatory spending is $6.6 billion in
budget authority and $6.6 billion in outlays. Over 10 years, budget authority totals $266.3
billion, and outlays are $263.2 billion, a divergence of $4 billion from baseline levels.

Plan Addresses Challenges

This function contains many of the programs and activities that constitute the operational
responsibilities of the federal government. It also funds the salaries of federal lawmakers and
White House officials, and those who staff Congress and the Executive Office of the President.
These individuals should share in the sacrifice necessary to balance the budget. If committees
act, the budget allows management and personnel efficiencies in the legislative branch and the
White House, to reflect broader recommendations to right-size the government and modernize
the federal workforce.

BUDGET FUNCTION 900: NET INTEREST

The Net Interest function contains the interest paid to private and foreign government
holders of U.S. Treasury securities. This function includes interest on the public debt less the
interest received by the federal government from trust fund investments and loans to the public.
It contains mandatory payments, with no discretionary components.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $274.4 in budget authority
and $274.4 billion in outlays, all of which are mandatory, in FY 2016. Over 10 years, budget
authority totals $4,788.1, and outlays are $4,788.1 billion, a divergence of $701.4 billion from
baseline levels. These figures reflect the combined on- and off-budget amounts associated with
this function.
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Plan Addresses Challenges

The budget proposes no policy changes for Function 900. Outlays in this function
respond entirely to the changes in annual total budget deficits and borrowing from the public to
meet or pay those deficits. The changes in spending and revenue levels described elsewhere in
this budget plan account for all changes in Function 900 outlays.

BUDGET FUNCTION 920: ALLOWANCES

This function displays the budgetary effects of proposals that cannot easily be distributed
across other budget functions.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for -$12.3 billion in budget
authority and -$5.5 billion in outlays in FY 2016. Discretionary budget authority in FY 2016
totals -$15.1 billion, with -$11.4 billion in related outlays. Mandatory spending is $2.8 billion in
budget authority and $5.9 billion in outlays. Over 10 years, budget authority totals -$677.8
billion, and outlays are -$630.7 billion, a divergence of $272.5 billion from baseline levels.

Plan Addresses Challenges

Function 920 levels reflect the impact of policy assumptions that would have an impact
across federal agencies. Current federal workforce hiring, pay, and promotion practices are
outdated and inefficient. Productivity and worker morale suffer as a result. CBO found recently
that federal employees and private sector counterparts with similar education levels receive
dissimilar compensation. The distribution of pay and benefits within the federal workforce is
also dysfunctional. Too little scope is available for rewarding high performers, or for
encouraging low-performers to improve. The result is low morale. In a recent Office of
Personnel Management survey of federal employees, less than one-third agreed that promotions
are based on merit, or that steps are taken to deal with poor performers. If committees choose to
address these and other issues, the budget could support such efforts.

Function 920 also includes the lower spending on benefit programs and activities other
than interest payments that will result from the enhanced economic growth from the lower
deficits anticipated in this budget.

BUDGET FUNCTION 950: UNDISTRIBUTED OFFSETTING RECEIPTS

This function comprises major offsetting receipts items that would distort the funding
levels of other functional categories if they were distributed to them.

Summary of Committee-Reported Resolution

All funding in this function is mandatory. The committee-reported FY 2016 budget
resolution calls for -$86.0 billion in budget authority and -$86.0 billion in outlays in FY 2016.
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Over 10 years, the budget authority in this function totals -$1,102.6 billion and outlays total -
$1,102.8 billion, an increase of $14.5 billion. These figures reflect the combined on- and off-
budget amounts associated with this function.

Plan Addresses Challenges

The spending assumptions in this function reflect a portion of the budgetary implications
from reform policies also captured in other functions.

REVENUES

Federal revenues are comprised of taxes and other collections from the public that result
from the government’s sovereign powers to impose levies under Article I, section 8, clause I of
the U.S. Constitution. Federal revenues include individual and corporate incomes taxes, social
insurance taxcs, excise taxes, estate and gift taxes, customs duties, and miscellaneous receipts.

Summary of Committee-Reported Resolution

The committee-reported FY 2016 budget resolution calls for $3,459.5 billion in revenues
in FY 2016 ($2,666.8 billion on-budget, $792.8 billion off-budget) and $41,669.7 billion over 10
years ($32,170.6 billion on-budget, $9,499.1 billion off-budget), the same as baseline levels.

Plan Addresses Challenges

The United States tax code is overly complicated, inefficient, and archaic. The current
tax structure hurts economic growth, frustrates working Americans, and pushes American
businesses overseas. The budget resolution assumes that the tax-writing committees will adopt a
tax reform proposal that reduces marginal rates but broadens the tax base to create a fairer,
effieient, competitive, pro-growth tax regime that is revenue neutral. If the tax-writing
committees choose, the revenue-neutral tax reform would include a permanent extension
of section 179 and a repeal of the tax increases in the Patient Protection and Affordable Care Act.
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IIL. BUDGET ENFORCEMENT

The Senate Republican blueprint, reported by the Senate Budget Committee, balances the budget
in 10 years—a necessary effort to establish fiscal discipline and restore faith with the nation’s
hardworking taxpayers. To help reach this goal, the budget resolution includes reconciliation instructions
and budget enforcement tools that will help bring federal spending programs in line with the reported
levels in the resolution.

Reconciliation

The budget instructs the Finance Commiittee and the Committee on Health, Education, Labor, and
Pensions each to report, by July 31, 2015, changes in laws within their jurisdiction to reduce the deficit by
no less than $1 billion over the 10-year period of FY 2016 through FY 2025.

The U.S. Supreme Court is currently reviewing key elements of the Patient Protection and
Affordable Care Act of 2010 and will issue its ruling after the budget process is complete. Any change to
that law could significantly and suddenly alter the current projected levels of spending in the budget
resolution.

Other Budget Enforcement

The enforcement title addresses overspending, promotes honest accounting, and extends certain
enforcement tools already in current law.

Subtitle A

¢ Extends Current Supermajority Enforcement. The resolution cxtends supermajority points of
order created in the Congressional Budget Act and in prior budget resolutions.

e Prohibits Long-Term Deficits. The resolution updates the current point of order against
legislation that would increase long-term deficits.

s Updates Advance Appropriations. The resolution updates the existing point of order against
advance appropriations to conform to the new budget window.

e Strengthens the Restriction on Unfunded Mandates. The resolution curtails the practice of
inserting unfunded mandates on state and local governments in federal legislation by increasing
the vote threshold needed to waive the existing prohibition from a simple majority to 60 votes.

e Restores Reconciliation. The resolution restores the equal treatment of all reconciliation bills,
consistent with budget law prior to 2008, by repealing section 202(a) of S. Con. Res. 21, the FY
2008 budget resolution.

o Phases Out ChiMPs That Do Not Reduce Outlays. The resolution phases out the use of
“ChiMPs” (changes in mandatory programs) in appropriation bilis that reduce budget authority
but do not result in any net outlay savings. For FY 2016, the limit on this type of ChiMP is $19
billion, the amount contained in FY 2015 appropriations measures. Thereafter, the limit will be
reduced by 20 percent per year until FY 2021, when ChiMPs that fail to reduce net outlays will
no longer be permitted in appropriation measures. The limit is enforced with a 60-vote point of
order.
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e Requires Cost Estimates. The resolution requires a CBO cost estimate of legislation—prepared
pursuant to sec. 402 of the Budget Act—to be made available on CBO’s website at least 28 hours
before a vote on final passage.

¢ Protects Reconciliation Savings. The resolution adopts a House rule that protects the reported
savings of a reconciliation bill from amendments that result in a net increase in spending.

¢ Reviews OCO Spending. The resolution establishes a point of order that allows the Senate to
review the designation for Overseas Contingency Operations (OCO) in FY 2016 and FY 2017.
Designations that cause the total amount of OCO spending in those years to exceed $58 billion
and $59.5 billion, respectively, are subject to a point of order, which if raised would require 60
votes to waive. If sustained, the offending provision would be stricken, but the rest of the
measure would remain standing.

e Protects the Crime Victim’s Fund. The resolution includes a point of order against any
measure that includes ChiMPs that affect the Crime Victims Fund. The point of order, if raised,
would require 60 votes to waive. If sustained, the offending provisions would he stricken, but the
rest of the measure would remain standing.

¢ Requires Accurate Budget Enforcement. The resolution directs the Chairman of the Budget
Committee, for enforcement purposes only, to disregard the budgetary effects of timing shifts and
rescissions that do not reducc outlays included in legislation.

e Provides Fair-Value Estimates. For legislation affecting federal direct loan and loan guarantee
programs, the resolution directs CBO to provide in its cost estimates an assessment using fair
value, in addition to its estimates pursuant to the Federal Credit Reform Act. According to CBO,
fair-value estimates “...more fully account for the cost of the risk the government takes on. In
particular, the fair-value approach accounts for the cost of market risk, which FCRA procedures
do net.”' These estimates would serve informational purposes.

e Provides Honest Accounting Estimates. The resolution directs CBO to produce, alongside its
conventional estimates, cost estimates that incorporate the economic effccts of major policy
changes. These estimates would serve informational purposes.

e Scores Currency Modernization. The resolution directs CBO to incorporate the impact of
reduced borrowing associated with a conversion from the paper dollar to the dollar coin.

e Scores Energy Contracts Accurately. The resolution directs CBO to score energy contracts not
on a cash basis, but rather by using net present value, a method that more accurately represents
the economic value of these transactions.

Subtite B

e Encourages Oversight of Government Performance. The resolution directs Senate committees
to identify waste, fraud, abuse, and duplication in federal programs, and to review matters

' Fair-Value Estimates of the Cost of Selected Federal Credit Programs for 2015 to 2024, Congressional
Budget Office, May 2014, p3.
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identified by the Government Accountability Office, or GAO (in GAQ’s annual duplication
report or its High Risk list) for consideration by Congress. In addition, the resolution asks
committees to provide recommendations for improved governmental performance in their annual
views and estimates reports.

Establishes the Budgetary Treatment of Discretionary Administrative Expenses. The
resolution requires the joint explanatory statement accompanying the conference report on the
budget resolution to include amounts for the discretionary administrative expenses of the Social
Security Administration and the United States Postal Service—which are subject to the
discretionary spending caps—in the allocation to the Appropriations Committee.

Allows for Changes in Allocations and Aggregates. The resolution directs that (1) adjustments
of allocations and aggregates, made under the authority of a reserve fund or other directive, will
apply while a measure is under consideration, take cffect once the measure is enacted, and be
published in the Congressional Record; (2) revisions to allocations and aggregates will be
considered as if contained in this budget resolution, for enforeement purposes; and (3) Budget
Committee estimates will serve as the basis for determining new levels of budget authority,
outlays, direct spending, new entitiement authority, revenues, deficits, and surpluses.

Allows for Changes in Concepts and Definitions. In the event Congress enacts a bill or joint
resolution that changes concepts or definitions, the resolution provides the Budget Committee
Chairman with the authority to change levels and allocations in this resolution, accordingly.

Exercises Rulemaking Power. The resolution declares that the provisions in Title I of the
resolution arc promulgated under the Senate’s rulemaking power and will be considered part of
the rules of the Senate.
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Iv. EconoMmics

Table 1 below shows the assumed Jevels and rates of change for key economic variables
that constitute the economic assumptions of the Senate Budget Committee-reported FY 2016
budget resolution. The Budget Committee fully adopted CBO’s economic forecasts and
projections as published in its January 2015 Budget and Economic Qutlook report.

Tabie 1
Economic Assumptions for the Senate Budget Resolution
(Fiscal Years)

Units 2015 2016 20172018 2019 2020 2021 2022 2023 2024 2028
Gross Domestic Froduct (GOP) Billons of doflars 18,016 18,832 19,701 20,558 21,404 22,315 23,271 24,262 25287 26,352 27,456
Percertage change 44 45 4.6 44 41 43 43 43 42 42 42
Real GOP Biffions of 2009 doliars; 16,405 16,893 17,361 17,7683 18,127 18,524 18,934 19,346 19,762 20,180 20,603
Percentage change 27 3.0 28 23 21 22 22 22 22 21 21
Consumer Price index, Aft Urban Consumers (CPI-U) 1982-84=100 2386 2433 2489 2547 2607 2670 2735 2802 2870 2%4.0 3010
Percentage change 11 20 23 24 23 24 24 24 24 24 24
Price index, Personal Consumption Expenditures (PCE} 2009=100 109.7 1118 1137 1160 1183 1207 1231 1256 1281 1307 1333
Percertage change 11 17 19 20 20 20 2.0 20 20 20 20
Unemployment Rata, Civilian, 16 Years or Older Percent 56 5.4 54 53 54 55 55 55 5.4 54 54
Emplayment, Total Nonfarm (Establishment Survey) Millions 141 143 144 146 146 147 148 149 150 151 152
Percentage change 20 14 11 08 05 06 08 08 06 08 08
10-Year Treasury Note Percent 286 32 EX:] 4.1 44 485 46 486 48 4.6 4.6
income, Personal Billions of dollars 15,183 15,905 16,682 17,508 18,33t 19,196 20,125 21,059 22,007 23,003 24,054
Percentage of GDP 843 845 847 852 B85.6 860 B65 868 87.0 873 876

Comparison with Other Forecasters

Table 2 shows how the Budget Committee’s assumptions compare with economic
forecasts made by private sector economists (as reported by Blue Chip Economic Indicators) and
with the White House Office of Management and Budget, or OMB (as reported in the Analytical
Perspectives, Budget of the United States Government, Fiscal Year 2016). Table 2 differs
slightly from Table 1 in that it contains calendar year forecasts, while Table 1 shows fiscal year
forecasts. It was necessary to move to calendar year annual rates of change for Table 2 due to
Blue Chip’s convention of only publishing calendar year forecasts. Again, the committee fully
adopted CBO’s forecasts and projections.



28

Tabk 2
Senate Budget Committee /Gongressional Budget Office Economic Assumptions
Gompared with the Blue Chip Econamic Indicators and the Office of Management and Budget
{Catendar Years, Annual Percent Rates of Change)

Economic Indicator 2018 2017 2018 2019 2020 2016 - 2020 2021 - 2025
Nominal Gross Domestic Product {GDP)
{Currert Dollars) SBC/CBO 45 46 43 4.1 43 4.4 42
Blue Chip 48 a7 47 45 a5 47 44
OoMB 47 47 4.6 4.4 4.4 46 43
Real GDP
{Chained 2009 Dollars} SBC/CBO 3 27 22 241 22 24 21
Blue Chip 29 27 286 24 24 285 23
OMB 3 28 26 24 23 26 23
Consumer Price index
(All Urban Series) SBC/CBO 2 23 23 24 2.4 23 24
Blue Chip 22 23 24 24 24 23 22
OMB 1.9 2.1 22 23 23 22 23
Unemployment Rate
{Percent of Civilian Labor Force) SBC/CBO 5.4 53 5 5.5 55 5.3 54
Blue Chip 5 49 5.4 5 5 5.1 5.1
OMB 5.1 49 49 5 5.1 5.0 5.2
10-Year Treasury Note
(Percent Per Annum) SBC/CBO 3.2 39 4.2 45 45 41 48
Biue Chip 32 3.9 4.2 43 43 4.0 44
OomB 3.3 7 4 43 45 4.0 4.5

Overview of the Economy

The Slow Recovery: The U.S. economy has struggled to recover from the Great Recession of
2007 to 2009 and, particularly, from the burden of policies enacted then and afterwards that
failed to boost the economic growth rate. Stark economic realities continue to face hardworking
taxpayers.
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Recovery of Employment After Start of Recession

{Cumulative Percent Change by Month from Recession's Start)
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Millions of Amecricans have scen their opportunities vanish because this recovery fell so
far below average. ‘The administration’s policies have helped produce the slowest employment
recovery in U.S. history, even longer than any recovery period in the 1930s. While data on 19%
century recoveries are spotty, historians cannot find any longer period when the economy failed
to achieve the same level of output as it had when the recession began. It took 75 months before
the number of jobs retumed to its December 2007 level, an unprecedented period of job loss and
income decline for millions of Americans.

Total economic output reflected the slow recovery in employment. It took more than
three years for Gross Domestic Product (GDP) to recover its December 2007 [evel, compared
with less than two years to recover from the equally severe 1981 recession. That’s three years of
lost opportunities. Even after the economy began to recover in June 2009, the pace of GDP
growth was decidedly slow.,



30

Recovery of Gross Domestic Product After Start of Recession
{Cumulative Change by Calendar Quarters)
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Sluggish Labor Markets: A jobs and output depression persists for vast segments of the
population. The overall percentage of the population working in any job dropped from 2010
through early 2014 to levels last scen during the late 1970s. In fact, it is now barely above
employment percentages set during the worst days of the Great Recession. The labor force
participation rate of males between the ages of 25 and 54 started failing sharply in 2009 and has
only recently flattened out. The annual average participation rate for males and females
combined is now below that of all years dating back to 1984.
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Labor Force Participation Rate for Males, 25-54 Years of Age
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There still are not as many full-time jobs in the economy as there were in December
2007. The level of part-time work has remained at its recession heights. Some claim that the
total number of jobs today equals those in the economy in 2007. Such a claim, though, consists
of advocates adding together part-time and fuli-time workers, or 27 million and 121 million
employees, respectively, These advocates also overlook the fact that, in 2007, there were 2.7
miltion fewer part-time workers.

The Bureau of Labor Statistics reports that the population not in the labor force has
grown by 12,369,000 since January of 2009. By contrast, over the six years from 2009 to 2014,
the labor force itself grew only by 2,792,000, and over the previous six years from 2004 through
2009, only by 7,368,000.

Little Recovery in Incomes: Inflation-adjusted income for the average family has fallen by
$3,049 since December 2007 and remains at or below the lowest levels during the recession.
That’s a 3 percent real income cut since 2007,
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Median Family Income
{inflation Adjusted Dollars, January 2005 through Jandary 2015,

12'Manth Moving Average)
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Average weekly earnings have risen by a meager 14 cents (after inflation) from June
2009 to January 2015, the latest data available. For the average worker, that’s a paltry
percentage raise of 0.5 percent in the fast six years.

Thesc data show an economy still struggling from the Great Recession. Hardworking
families know a recession can hurt, but they also expect an economic recovery to heal.

Americans are still hurting due in large part to policies that have restricted economic growth,
resulting in a disappointing economie recovery.

Likely Economic Effects from Implementing Committee-Reported Resolution

‘The Senate budget resolution provides the framework to strengthen the economy and
boost the recovery to benefit individuals, families, and businesses. The resclution sets spending
levels to support the work of authorizing committees to fund government activitics and make
policy changes with an eye toward helping America’s economy grow strong again.

Even so, changes in the overall funding levels can have significant economic effects. On
March 18, 2015, CBO issued an assessment of how these funding changes alone likely would
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affect economic performance.” Significantly, CBO found that the fully implemented spending
levels of the budget would improve the economy:

»  Per capita Gross National Product (GNP) will he 1.5 percent higher in 2025 than it would
be without the spending changes.

e For the entire forecast period, FY 2016 through FY 2025, nominal GDP will be $500
billion higher by FY 2025 than otherwise.

e The economy significantly improves from spending changes alone, in income to persons
(per capita GNP) and total economic output (GDP),

CBO explains that these gains in economic activity stem from how the budget would reduce
the crowding out of private investors from credit markets. Crowding out occurs when the federal
government’s borrowing needs to compete successfully with those of private borrowers. Not
only can the federal government command credit resources more readily, thanks to its generally
superior rating for default risk when compared with private borrowers, but excessive borrowing
can put upward pressure on interest rates that private borrowers must pay. Less credit available
in private lending markets could mean higher prices for Americans as borrowers.

? Congressional Budget Office, “Budgetary and Econamic Outcomes Under Paths for Federal Revenues
and Noninterest Spending Specified by Chairman Enzi, March 2015" (March 18, 2015) at
hitp:/iwww.cbo. gov/publication/49878 .
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V. RESERVE FUNDS

The Senate Budget Committee does not have the authority to make policy recommendations in a
budget resolution—that is the role of the authorizing committees. Committees often make some of their
policy priorities known in their views and estimates letters, and reserve funds are a way to accommodate
those requests when the specific spending and revenue contours of those policies are unknown.

Operatively, a reserve fund allows the Chairman of the Budget Committee to revise the
committee allocations, budgetary aggregates, and other appropriate levels in the budget resolution to
accommodate legislation described in the reserve fund—as long as the budgetary effects of that
legislation satisfy the requirements enumerated. The committee-reported resolution includes reserve
funds for legislation that would:

- Accelerate economic growth and private seetor job creation.

- Strengthen America’s priorities.

- Protect flexible and affordable health care choices.

~ Improve access to the Children’s Health Insurance Program (CHIP).

- Provide other health-related reforms.

- Improve child welfare programs.

- Improve the delivery of benefits and services to veterans and service members.

- Reform the tax eode and improve tax administration.

~ Invest in America’s infrastructure.

- Improve air transportation.

- Promote domestic job creation through international trade.

- Enhance employment opportunities for disabled workers.

- Improve the Higher Education Act.

- Reform the nation’s energy policies.

- Reform the nation’s environmental policies.

- Improve America’s waterways and water resources.

- Reduce domestic reliance on foreign mineral imports.

- Reform the abandoned mine lands program.

- Improve forest health.

~  Reauthorize Payments in Lieu of Taxes (PILT).

- Reform the financial regulatory system.

-~ Improve federal program administration.

- Implement agreements with Freely Associated States.

- Protect payments to rural hospitals and improve health care access for rural communities.

- Establish Medieaid demonstration projects to promote independent living and integrated work for
the disabled.

- Reform Medicare pharmacy payments.

- Improve community health centers.

~  Subject the Consumer Financial Protection Bureau (CFPB) to the appropriations process.

-~ Promote U.S. exports.

- Improve 529 college savings plans.

- Enhance security at overseas U.S. diplomatic facilities.

- Help struggling Americans achieve personal and financial independence.

- Improve federal land conservation and reauthorize the Secure Rural Schools Aet.

~ Protect taxpayers from identify fraud.

- Improve access to career and technical education.
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Enhance Federal Emergency Management Agency (FEMA) preparedness.

Improving science, technology, engineering, and math (STEM) education.

Promote the next general of National Institutes of Health (NIH) researchers.

Promote U.S. manufacturing.

Prohibit aliens without legal status from qualifying for refundable tax credits.
Eliminate, modify, or reduce congressionally mandated reports.

Address heroin and opioid abuse.

Strengthen the civilian workforce.

Improve financial management at the Department of Defense.

Improve federal workforce development, job training, and reemployment programs.
Provide energy assistance and invest in energy efficiency and conservation.

Promote greater collaboration between the VA and taw school clinics serving veterans.
Improve Department of Energy nuclear waste cleanup.

Bolster the resilience of national-defense-related mission critical infrastructure.

End the Department of Justice Operation Choke Point program.

Prevent the use of federal funds for the bailout of improvident state and local governments.



VI.

Table 1.
Table 2.
Table 3.
Table 4.
Table 5.

SUMMARY TABLES

Summary

Components of Deficit Reduction
Discretionary Budget Authority
Aggregate and Function Levels

Allocation of Spending Authority

37



38

TABLE 1. SUMMARY
FY 2016 BUDGET RESOLUTION, AS REPORTED BY THE SENATE BUDGET COMMITTEE
(FISCAL YEAR, § BILLIONS)

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 201620 201625
Discretionary

Detense (exciudes OCO) BA 521 523 536 549 562 576 590 591 606 621 637 2746 5792
Nondefense {regular BA) BA 432 433 495 504 515 526 536 541 547 552 556 2533 5267
Tatet Discretionary BA 1120 1119 1084 1087 1311 1136 1,380 1,139 1,160 118% 1202 5516 11357
OT 1175 1,180 115t 1,135 1,150 1168 1189 1188 1,182 1201 1225 5785 11,780
% change (BA} o5% 2.4% tan 13% 16% 18% 0% 04% o8% 20% 03% 7%
Mandatory OT 2255 2365 2284 2311 2438 2541 2677 2859 2952 3082 3188 11930 28674
% changé' A% 35 tIM SI% 4% 53%  88%  32% 4% 27% 24% 35%
Net interest oT 227 274 324 387 439 486 520 552 580 604 622 1910 4,788
% changé' 4% WO 194% 135%  104% 70% 82% 50% 40% 2% 185% 106%
Total outiays 2856 2620 3755 3832 4027 4196 4386 4599 4724 4887 5013 19633 43243
% change' a5%  -16%  20%  S1%  42%  45%  A9%  27%  34%  26% 28% 22%
Revenues 3188 3460 3588 3715 3865 4026 4204 4389 4591 4804 5020 18,652 41670
% change' A% 37TR 36 AD% 4% A% 44%  48%  48% 4T 48% a7
Unified deficit (+¥surplus (-} 468 61 171 17 162 170 182 b31 134 83 16 981 1573
On-budget 489 371 185 87 107 B8 66 81 53 145 291 815 453
Oft.budget 21 10 3 30 55 64 s 149 167 z28 275 166 1,120
Unified deficit/surpius % of GDP 26% 19% 09% 06% 08% 08% 08% 09% 05% 03% -01% 10%  07%
Total federat debt 16,472 19,019 19407 19725 20067 20389 20,689 21,021 21208 21267 21220 nc. ne
Totat federaj debt % of GDP 103%  101%  99%  96%  WA%  91%  B9%  BY%  B4%  BI% 7% nc nc
Debt hetd by the public 13359 13,799 14,047 14222 14445 14674 14912 15230 15419 15500 15538 ne. nc
Debt hetd by the public % of GDP 74% 7% Ti%  69% 7%  66%  64%  63%  @1%  50%  57% ne. nc

MEMORANDA.
Overseas Contingency Operations {OCO) BA % 27 27 27 27 27 203 229
Disaster Retief Funding BA 7 7 7 7 7 7 7 7 7 7 3 69
Economic Growth Benefft ot 7 -18 1 a 2 Al 23 24 52 55 -13 164
Gross Domestic Product 19016 18837 19701 20558 21,404 22315 23271 24262 25207 26352 2745 102810 229438

£-1n 2076-20 and 2016-25 caUmNS, percentags reflects average annual groweh
*-CBO ealimate of the reduction in mandatary spending from the econamic geowth atiributable to the budget plan.

R = ot computable
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TABLE 2. COMPONENTS OFf DEFIC{T REDUCTION
FY 2016 BUDGET RESOLUTION, AS REPORTED BY THE SENATE BUDGET COMMITTEE
{FISCAL YEAR, § BILLIONS)

2015 2018 2017 2018 2019 2020 202t 2022 2023 2024 2025 2016-20 2016-25

Baseiine Deficit *

Unitied deficit/surplus (-} 468 430 424 460 562 642 709 635 B34 B4 954 2517 6674
On-budget 433 440 417 428 506 556 S92 684 645 593 676 2346 5837
Oft-budgef 21 -10 7 21 56 86 117 151 88 20 278 171 17

Palicy Changes

Outiays
Discretionary 41 33 18 11 5 2 -30 -49 -75 109
Mandatory 108 279 .32 378 427 460 504  .534 725 1535
Net interest 1 £ 18 23 50 =70 92 17 179 109

Total Outlays 70 263 .34z .40 471 528 626 70D K1) 1536

Revenues o 0 0 0 0 0 o o 0 0

Budget Resolution Deficit

Unified deficit/surplus () 361 171 17 62 170 182 710 134 83 -18 981 1573

n-budget 37t 166 &7 107 86 & 61 53 45 291 815 453
Off-budget 10 8 30 55 84 115 149 187 228 27 186 1,120

MEMORANDA:

Change in Discretionary Regulas Outiays
Defense ° [} 0 0 [} 0 9 -12 13 -18 [} 47
Nondefense 3 -15 20 25 29 .33 -39 48 -58 -69 -93 -34p

Economic Growin Beneft 7 -18 1 0 22 2 23 24 52 55 -13 164

__Basaling deficit is CBO Janusry 2015, withaut extrapetation of overseas contingsnoy (OCO), disaster relisf, program integrity  and emergancy-des:gnated spending.
*..The revenues and oullays of the Social Security trust funds and the et cash aw of the Postal Service are ciaseified as o -budgat
°~CBO estimats of tie resuction in mandslary spending fram the ecanomic growth attributable 10 the budget plan.
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TABLE 3. DISCRETIONARY BUDGET AUTHORITY
FY 2016 BUDGET RESOLUTION, AS REPORTED BY THE SENATE BUDGET COMMITTEE
(FISCAL YEAR, § BILLIONS)

2015 208 2017 2018 2018 2020 2021 2022 2023 2024 2025 2016-20 201625

Defense {exciudes OCO)
Budget Resaiutian 521 523 536 549 562 578 590 591 608 6821 637 2,748 5792
CBO January Baseline 521 §23 338 548 362 578 590 805 820 85 85t 2,746 5,848
Difference 0 Q 0 [ 0 0 -4 -14 -14 -14 Q -56
Nondefense {ragufar BA only)
Budget Resolution 492 493 485 504 515 526 536 541 547 552 558 2,533 5,267
€BO January Baseline 492 49 £04 $16 530 543 855 569 583 598 613 2.585 5.503
Difference 0 Q -9 -12 15 -17 -19 -28 -37 -46 -55 -52 236
MEMORANDA:
Overseas Contingency Operations {0CO) 96 27 27 zr 27 27 0 0 o 0 203 229
Disaster Refief Funding 7 7 7 7 7 7 T 7 7 7 34 69
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TABLE 5. ALLOCATION OF SPENDING AUTHORITY
SENATE COMMITTEE ON APPROPRIATIONS
FISCAL YEAR 2016 (§ BILLIONS)

Appropriations Budget Authority Qutlays

Revised Securily Category Discretionary Budget Authority* 523.067 n/a

Revised Nonsecurity Category Discretionary Budget Authority™ 492 987 n/a

General Purpose Outlays™ nia 1,136.974

Memo: on-budget 1.010.761 1,131.619

off-budget 5.293 5.355

Mandatory 956336 944,106

Totai 1.972.390 2,081.080

*Pursuant to section 314(a) of the Congressional Budget Act of 1974, the allocation to the Committee on Appropriations will be
adjusted foliowing the reporting of biils, offering of amendments, or submission of conference reports that qualify for adjustm ents to
the discretionary spending limits as outlined in section 251(b} of the Balanced Budget and Emergency Deficit Control Act of 198 5.
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TABLE §. ALLOCATION OF SPENDING AUTHORITY
SENATE COMMITTEES OTHER THAN APPROPRIATIONS
(FISCAL YEAR, $ BILLIONS)

Agriculture, Nutrition, and Forestry
Budget Authority

Outlays

Armed Services

Budget Authority

Qutlays

Banking, Housing and:Urban Affairs
Budget Authority

Outlays

Commerce, Science, and Transportation
Budget Authority

Outlays

Energy and Natural Resources.
Budget Authority

Cutlays

Environment and Public Works
Budget Authority

Qutlays

Finance

Budget Autharity

CQutlays

'Foreign Relations

Budget Autharity

Outlays

Homeland Security and Government Affairs
Budget Autharity

CQutlays

Judiciary

Budget Authority

Cutlays

Health, Education, Labor, and Pensions
Budget Autharity

Outlays

Rules and Administration
Budget Autharity

Qutlays

Intelligence

Budget Authority
QOutlays

Veterans® Affairs

Budgst Autharity

Cutlays

Indian Affairs

Budget Autharity

Outlays

Small Business

Budget Autherity

Cutlays

Unassigned to Committee
Budget Autharity

Cutlays

TOTAL
Budget Authority
Qutlays

2016

132.960
120.302

160.336
164.531

19.660
-1.648

14.189
10.072

0.215
4.735

31.271
2:580

2,082.898
2,034.924

25.684
25:300

134:941
133:565

12850
15580

4,084
6428

0.067
0.038

0514
0514

97.895
101.725

0:413
0.671

0.000
0.000

-770.208
<757:044

1,689.641
1.862.573

2016-2020 2016-2025
470.695 889481
413.245 778.928
851.342 1,856:534
850.796 1,854 649

91.920 159.588
32,679 =92 548
74.266 143.042
53.620 101.888
10.549 25 629
15.638 31.550
159.440 312,051
14.206 31.679
11,143.212 26,524,050
11,135.992 26,510,445
122.776 231 148
119.806 227 684
722 666 1,547.663
713.886 1,527.915
49.925 83.645
57.286 90.974
-7.488 -25.451
5.680 1,605
0.332 0 664
0.195 0419
2570 5140
2570 5.140

484 835 1,028,480
488.675 1,051 552
2261 5219
3583 6420
0.000 0.000
0.000 0000
-4,475.089 -11,310.515
4,421,987 211,200:295
9.704.414 21,485.778
9.420.512 20,904 795

Includes entﬁements funded in.annual appropriations-acts.
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VOTES OF THE COMMITTEE

On March 18, 2015, Chairman Enzi presented a “Chairman’s Mark™ for the fiscal year 2016 Budget
Resolution to the Committee.

On March 19, 2015, the following votes were taken during the Committee markup of the fiscal year 2016
Budget Resolution:

1. An amendment offered by Senators Sanders and Merkley to establish a deficit-neutral reserve fund to
create jobs by investing in our nation’s infrastructure paid for increasing revenue through closing tax
loopholes.

The amendment was not agreed to by a roll calt of 10 ayes and 12 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present

Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) | X
Grassley, Charles (IA) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MD) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (WI) X Baldwin, Tammy (WI) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X

X

Perdue, David (GA)

2. An amendment offered by Senators Grassley and Ayotte to establish a deficit-neutral reserve fund to
reform, improve and enhance 529 college savings plans.

The amendment was agreed to by a voice vote.

3. An amendment offered by Senators Sanders, Wyden, and Merkley to create a deficit-neutral reserve
fund to promote a substantial increase in the minimum wage.

The amendment was not agreed to by a roll call of 10 ayes and 12 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer

Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) | X
Grassley, Charles (IA) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Dehbie (M) X
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Graham, Lindsey (SC) X Whitchouse, Shetdon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (WI) X Baldwin, Tammy (WI) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X

Perdue, David (GA) X

4. An amendment offered by Senators Crapo, Whitehouse, Toomey, and Ayotte to prevent dedicated
collections to the Crime Victims Fund from being used for purposes unrelated to crime victims.

The amendment was agreed to by a voice vote.

5. An amendment offered by Senator Murray to build on the Bipartisan Budget Act of 2013 by restoring a
below-sequester level cut of $9 billion to nondefense discretionary spending in 2017, replacing
sequestration in 2016 and 2017, increasing defense and nondefense discretionary spending above
sequester levels by equal amounts, and fully offsetting the cost by closing tax loopholes.

The amendment was not agreed to by a roli call of 10 ayes and 12 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) | X
Grassley, Charles (IA) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (1D) X Stabenow, Debbie (M1) X
Graham, Lindsey (8C) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (WI) X Baldwin, Tammy (WI) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X

6. An amendment offered by Senators Graham, Whitehouse, and Kaine to establish a deficit-neutral
reserve fund relating to securing overseas diplomatic facilities of the United States.

The amendment was agreed to by a voice vote.

7. An amendment offered by Senators Whitehouse and King to acknowledge the magnitude of tax
spending by adding tax expenditure levels to the budget resolution.

The amendment was agreed to by a roll call of 16 ayes and 6 noes.
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Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernic (VT) (Ranking) | X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Wamer, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (W) X Baldwin, Tammy (W1) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X

8. An amendment offered by Senator Portman to create a deficit-neutral fund to promote exports.

The amendment was agreed to by a voice vote.

9. An amendment offered by Senator Johnson to require clearer reporting of projected federal spending
and deficits over a 30-year period.

The amendment was agreed to by a voice vote.

10. An amendment offered by Senators Warmner, Johnson, Ayotte, and Baldwin to establish a deficit-
neutral reserve fund to protect taxpayers from identity fraud.

The amendment was agreed to by a voice vote.

11. An amendment offered by Senator Wicker to provide estimates of the budgetary effects during the
second decadc of spending legislation if the gross change in outlays exceeds 0.25% of GDP in the first

decade or tenth year of if requested by Chair or Ranking Member of the Budget Committee.

The amendment was agreed to by a voice vote.

12. An amendment offered by Senator Baldwin to require the Joint Committee on Taxation to include

certain distributive effects of tax legislation.

The amendment was agreed to by a voice vote,

13. An amendment offered by Senators Corker and Johnson to require long-term scoring of increases in
the discretionary spending caps and transfers to the Highway Trust Fund.

The amendment was agreed to by a voice vote.
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14. An amendment offered by Senators Merkley and Wyden to establish a deficit-neutral reserve fund for

reducing the cost of attending an institution of higher education and ensuring that students who graduatce

can afford to pay back their student loans.

The amendment was not agreed to by a roll call vote 11 ayes and 11 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) | X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (WI) X Baldwin, Tammy (W1) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X

15. An amendment offered by Senators Perdue and Toomey to establish a spending-neutral reserve fund
to subject the Consumer Financial Protection Bureau (CFPB) to the regular appropriations process.

The amendment was agreed to by a roll call vote of 12 ayes and 10 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) X
Grassley, Charles (IA) X Murray, Patty (WA) X
Scssions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (R1) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (WI) X Baldwin, Tammy (WD) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X

16. An amendment offered by Senators Kaince, Portman, and Baldwin to establish a deficit-neutral reserve
fund relating to high-quality career and technical education programs.
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The amendment was agreed to by a voice vote.

17. An amendment offered by Senator Wyden to establish a deficit-neutral reserve fund relating to
proteeting and conserving Federal land, enhancing access to Federal land for recreational opportunities,
and making investments in counties and schools under the secure rural schools and community self-
determination program and the payments in lieu of taxes program.

The amendment was agreed to by a roll cali of 18 ayes and 4 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike {(WY) (Chairman) | X Sanders, Bernie (VT) (Ranking) | X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (WI) X Baldwin, Tammy (WD) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X

18. An amendment offered by Senator Enzi to insure that any extension of the Secure Rural Schools
program is linked to expansion of timber harvests from federal lands in the United States.

The amendment was agreed to by a roll call vote of 12 ayes and 10 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present

Enzi, Mike (WY) (Chairman) Sanders, Bernie (VT) (Ranking)

Grassley, Charles (1A) Murray, Patty (WA)

Sessions, Jeff (AL) Wyden, Ron (OR)

Crapo, Mike (1D) Stabenow, Debbie (MI)

Graham, Lindsey (SC) Whitehouse, Sheldon (RI)

I P P e

Portman, Rob (OH) Warner, Mark (VA)
Toomey, Pat (PA) Merkley, Jeff (OR)
Johnson, Ron (W] Baldwin, Tammy (WI)
Ayotte, Kelly (NH) Kaine, Tim (VA)
Wicker, Roger (MS) King, Angus (ME)

Corker, Bob (TN)

F R B I ES B P E T EA P P

Perdue, David (GA)
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19. An amendment offered by Senator Sessions to establish a deficit-neutral reserve fund related to
welfare legislation to help struggling Americans on the road to personal and financial independence.

The amendment was agreed to by a roll call vote of 16 ayes and 6 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike (WY) (Chairman) | X Sanders, Bernie (VT) (Ranking) X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (M) X
Graham, Lindsey (8C) X Whitehouse, Sheldon (RI) X
Portman, Rob {OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (W) X Baldwin, Tammy (WI) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X

20. An amendment offered by Senator Sanders to establish a deficit-neutral reserve fund related to
welfare legislation that includes job opportunities, increased efficiency in social welfare programs, and
protections from benefits cuts.

The amendment was not agreed to by a roli call vote of 10 ayes and 12 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) | X
Grassley, Charles (IA) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (M) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (WI) X Baldwin, Tammy (W) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X
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21. An amendment offered by Senators Ayotte, Whitehouse, Warner, Kaine, and King to establish a

deficit-neutral reserve fund to protect our military readiness and national security by strengthening our

civilian workforce.

The amendment was agreed to by a roll call vote of 22 ayes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) | X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (WI) X Baldwin, Tammy (WI) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X
22. An amendment offered by Senator Stabenow to establish a deficit-neutral reserve fund to protect
military readiness by strengthening the civilian workforce.
The amendment was not agreed to by a roll call vote of 10 ayes and 12 noes.
Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present

Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) | X
Grassley, Charles (IA) X Murray, Patty (WA) X
Sessions, Jeff (AL} X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (W1} X Baldwin, Tammy (W) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X

23. An amendment offered by Senator Stabenow to create a point of order against legistation that would
reduce Medicare outlays below the fiscal year 2014 level.
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The amendment was withdrawn by the sponsor.

24, An amendment offered by Senator King to create a deficit neutral reserve fund for legislation to
provide sequester relief to both defense and non-defense discretionary spending programs, to be offset
with changes in mandatory programs and revenues.

The amendment was not agreed to by a rolf call vote of 10 ayes and 12 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, leff (AL) X Wyden, Ron (OR) X
Crapo, Mike (1D) X Stabenow, Debbie (MI) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (W1} X Baldwin, Tammy (W) X
Ayotte, Kelly (NH) X Kaine, Tim {VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X

25. An amendment offered by Senator Sessions to establish a spending-neutral fund to prohibit illegal
immigrants from qualifying for a refundable tax credit.

The amendment was agreed to by a roll call vote of 12 ayes and 10 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present

Corker, Bob (TN)

Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (W) X Baldwin, Tammy (WI) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X

X

X

Perdue, David (GA)
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26. An amendment offered by Senators Sanders, Wyden, Whitehouse, and Merkley to establish a deficit-
neutral reserve fund to protect the integrity of our elections, limit the corrosive influence of money in our
democratic process, allow for a Constitutional amendment to overturn Citizens United, and increase
transparency.

The amendment was not agreed to by a roll call vote of 10 aycs and 12 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) {(Ranking) | X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (SC) X Whitchouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (W) X Baldwin, Tammy (W]) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X

27. An amendment offered by Senators Crapo, Warner, Merkley, and Corker to establish a scorekeeping
rule to ensure that increases in guarantee fees of Fannie Mae and Freddie Mac shall not be uscd to offset
provisions that increase the deficit.

The amendment was agreed to by a voice vote.

28. An amendment offered by Senators Murray, Wyden, and Baldwin to modify the deficit-neutral fund
provided for in section 307 to cover legislation that relates to the eligibility for both military retired pay
and veterans’ disability compensation (concurrent receipt); the reduction or elimination of the offset
between Survivor Benefit Plan annuities and Veterans’” Dependency and Indemnity Compensation; the
improvement of disability benefits or the process of evaluating and adjudicating benefit claims for
members of the Armed Forces or veterans; the infrastructure needs of the Department of Veterans Affairs;
supporting the transition of servicemembers to the civilian workforce; improving access to and reducing
wait times for Department of Veterans Affairs health care; and providing or improving specialty services,
including mental health care, homeless services, gender specific health care, fertility treatment, and
support for earegivers.

The amendment was agreed to by a voice vote.

29. An amendment offered by Senator Stabenow to require consideration of long-term deficits for any
legislation relating to repealing or replacing the Patient Protection and Affordable Care Act and the
health-care related provisions of the Health Care and Education Reconciliation Act of 2010.
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‘The amendment was not agreed to by a roll call vote of 10 ayes and 12 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) | X
Grassley, Charles (IA) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (M) X
Graham, Lindsey (SC) X Whitehouse, Sheidon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (WI) X Baldwin, Tammy (WI) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob {(TN) X
Perdue, David (GA) X
30. An amendment offered by Senator Johnson to establish a deficit-neutral reserve fund to prevent the
use of federal funds for the bailout of improvident state and local governments.
The amendment was agreed to by a roll call vote of 15 ayes and 7 noes.
Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present

Enzi, Mike (WY) (Chairman) | X Sanders, Bernie (VT) (Ranking) X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL} X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (R} X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (W1} X Baldwin, Tammy (WI) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X

31. An amendment offered by Senator Warner to establish a deficit-neutral reserve fund to enable greater
collaboration between the Department of Veterans™ Affairs and law school clinics serving veterans,

The amendment was agreed to by a voice vote.
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32. An amendment offered by Senator Ayotte to establish a deficit-neutral reserve fund refating to energy
efficiency, the Low Income Home Energy Assistance Program and the Land and Water Conservation
Fund.

The amendment was agreed to by a voice vote.

33. An amendment offered by Senators Baldwin, Whitehouse, and Warner to preserve the point of order
against reconciliation legislation that would increase the deficit or reduce a surplus.

The amendment was not agreed 1o by a roll call vote of 10 ayes and 12 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) | X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL) X ‘Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (M) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (W) X Baldwin, Tammy (W]} X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X

34, An amendment offered by Senators Portman and Kaine to create a deficit-neutral reserve fund for
legislation to improve federal job training programs.

The amendment was agreed to by a voice vote.

35. An amendment offered by Senators Merkley and Wyden to establish a deficit-neutral reserve fund
relating to expanding, enhancing, or otherwise improving science, technology, engineering, and
mathematics.

The amendment was agreed to by a voice vote. Senator Sessions voiced a dissenting vote.

36. An amendment offered by Senators Kaine and King to establish a deficit-neutral reserve fund relating
to resilience of Department of Defense infrastructure to climate change.

The amendment was agreed to by a roll cail vote of 15 ayes and 7 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present

Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) | X
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Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL} X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (M) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (W) X Baldwin, Tammy (W1} X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X

Perdue, David (GA) X

37. An amendment offered by Senators Graham and Ayotte to ensure adequate funding for our national

security.

The amendment was agreed to by a roll call vote of 12 ayes and 10 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer

Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) X
Grassley, Charles (IA) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (WI) X Baldwin, Tammy (W) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X

Corker, Bob (TN) X
Perdue, David (GA) X
38. An amendment offered by Senator Toomey to ensure adequate funding for our national security.
The amendment was agreed to by a rofl call vote of 12 ayes and 10 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer

Present Present
Enzi, Mike (WY) (Chairman) | X Sanders, Bernie (VT) (Ranking) X
Grassley, Charles (1A) X Murray, Patty (WA} X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (M) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (R) X
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Portman, Rob (OH) X Warmer, Mark (VA) X

Toomey, Pat (PA) X Merkley, Jeff (OR) X

Johnson, Ron (WI) X Baldwin, Tammy (W) X

Ayotte, Kelly (NH) X Kaine, Tim (VA) X

Wicker, Roger (MS) X King, Angus (ME) X

Corker, Bob (TN} X X
X

Perdue, David (GA)

39. An amendment offered by Senators Wyden, Stabenow, and Merkley to establish a deficit-neutral
reserve fund to protect our nation’s largest safety net health care program, Medicaid.

The amendment was not agreed to by a roll call vote of 10 ayes and 12 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) | X
Grassley, Charles (1A} X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (Mi) X
Graham, Lindsey (SC) X Whitehouse, Sheidon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (WI) X Baldwin, Tammy (WD) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X
40. An amendment offered by Senators Crapo and Wicker to establish a deficit-neutral reserve fund to
end Department of Justice Operation Choke Point and protect the Second Amendment.
The amendment was agreed to by a roll cal vote of 13 ayes and 9 noes.
Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present

Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (8C) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (W1} X Baldwin, Tammy (WI) X
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Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X

X

Perdue, David (GA)

41. An amendment offered by Senator Whitehousc to establish a deficit-neutral reserve fund relating to
preparing FEMA to respond to natural disasters caused by climatc change.

The amendment was agreed to by a voice vote. Scnators Wicker and Perdue both voiced
dissenting votes.

42. An amendment offered by Senator Johnson to require transparent reporting on the ongoing costs and
savings to taxpayers of the Patient Protection and Affordable Care Act.

The amendment was agreed to by a voice vote.

43, An amendment offered by Senators Warner and Ayotte to climinate or modify congressionally
mandated reports.

The amendment was agreed to by a voice vote.

44, An amendment offered by Senators Ayotte, Sessions, Warner, Merkley, Toomey, Johnson, Baldwin,
Kaine, and King to establish a deficit-neutral reserve fund to address heroin and prescription opioid
abuse.

The amendment was agreed to by a voice vote.

45. An amendment offered by Senators King, Whitehouse, Warner, and Portman to require accurate and
complete reporting on tax expenditures by the Congressional Budget Office.

The amendment was agreed to by a voice vote.

46. An amendment offered by Senator Sessions to ensure that Medicare savings are used to make
Medicare more solvent.

The amendment was not agreed to by a rolt cali vote of 10 ayes and 12 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer

Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
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Johnson, Ron (W) X Baldwin, Tammy (W) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X

Perdue, David (GA) X

47. An amendment offered by Senator Stabenow to create a point of order against legislation that would
reduce Medicare outlays.

The amendment was ruled out of order.

48. An amendment offered by Senator Sanders, Grassley, Wyden, Johnson, and Ayotte to establish a
deficit-neutral reserve fund for Department of Defense reform.

The amendment was agreed to by a voice vote.

49. An amendment offered by Senators Murray, Crapo, Graham, and Merkley to establish a deficit-
neutral reserve fund for legislation to increase funding to the Department of Energy for the cleanup of
nuclear waste.

The amendment was agreed to by a voice vote.

50. An amendment offered by Senator Baldwin to establish a deficit-neutral reserve fund relating to
policies and programs that improve opportunities for new biomedical researchers.

The amendment was agreed to by a voice vote.

51. An amendment offered by Senator Baldwin to establish a deficit-neutral reserve fund relating to
promoting manufacturing in the United States.

The amendment was agreed to by a voiee vote.

52. An amendment offered by Senators Murray and Kaine to build on the Bipartisan Budget Act of 2013
by extending the replacement of sequestration in 2017, increasing defense and nondefense discretionary
spending levels by equal amounts, and fully offset the impact on the deficit by updating the Chairman’s
Mark with the latest projections of the Congressional Budget Office.

The amendment was not agreed to by a roll call vote of 10 ayes and 12 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer

Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) | X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (8C) X Whitehouse, Sheldon (RI) X
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Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (W1) X Baldwin, Tammy (W]) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger {(MS) X King, Angus (ME) X
Corker, Bob (TN) X

Perdue, David (GA) X

53. An amendment offered by Senators Stabenow, Merkley, and Baldwin to establish a deficit-neutral

reserve fund to equalize contributions to the Oil Spill Liability Trust Fund for all oil sources, permanently
extend the tax, and eliminate tax benefits applicable to settiements or judgements related to oil spills.

The amendment was not agreed to by a roll call vote of 11 ayes and 11 noes.

Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present
Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) | X
Grassley, Charles (1A) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (M) X
Graham, Lindsey {SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (W1) X Baldwin, Tammy (W) X
Ayotte, Kelly (NH) X Kaine, Tim (VA) X
Wicker, Roger (MS) X King, Angus (ME) X
Corker, Bob (TN) X
Perdue, David (GA) X
54. Final Passage
The measure was agreed to be a roll call vote of 12 ayes and 10 noes.
Name & State Aye | No | Answer Name & State Aye | No | Answer
Present Present

Enzi, Mike (WY) (Chairman) X Sanders, Bernie (VT) (Ranking) X
Grassley, Charles (IA) X Murray, Patty (WA) X
Sessions, Jeff (AL) X Wyden, Ron (OR) X
Crapo, Mike (ID) X Stabenow, Debbie (MI) X
Graham, Lindsey (SC) X Whitehouse, Sheldon (RI) X
Portman, Rob (OH) X Warner, Mark (VA) X
Toomey, Pat (PA) X Merkley, Jeff (OR) X
Johnson, Ron (W1) X Baldwin, Tammy (W) X
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Ayotte, Kelly (NH) Kaine, Tim (VA)

Wicker, Roger (MS) King, Angus (ME)

Corker, Bob (TN)

EadEaiEad kel

Perdue, David (GA)
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February 27, 2015
The Honorable Michael Enzi The Honorable Bernard Sanders
Chairman Ranking Member
Committee on the Budget Committee on the Budget
624 Dirksen Senate Building 624 Dirksen Senate Building
Washington, DC 20510 Washington, DC 20510

Dear Chairman Enzi and Ranking Member Sanders:

In response to your January 28, 2015 letter and pursuant to section 301(d) of the Congressional
Budget Act and Section 411 of the 2010 budget resolution, we write to provide views and
estimates of the U.S. Senate Committee on Agriculture, Nutrition and Forestry (Agriculture
Committee) regarding the fiscal year 2016 budget resolution. We appreciate the ity to
share these dati views and esti for the fiscal year 2016 budget process.

The Agriculture Committee’s jurisdiction includes a number of significant programs covering
food, agriculture and forestry. Mandatory spending in our jurisdiction includes agricuitural trade,
commodity programs, conservation, crop insurance, energy, forestry, interationat food
assistance nutrition, research, and rural ic devel The C ittee also authorizes a
range of programs funded through annual appropriations.

The Agriculture Committee recognizes the difficult task that the Committee on the Budget faces
on an annual basis. Since 2009, the Congressional Budget Office (CBO) states that Congress
reduced annual deficits by two thirds. Nevertheless there is still work to be done as CBO expects
that ten years from now our budget deficits could add more than $7.5 trillion to our nation’s debt.

Fortunately, at the time of passage of the Agricultural Act of 2014 (2014 Farm Bill) along with
sequestration under the Budget Control Act of 2013, CBO credited approximately $23 billion of
deficit reduction to the Agriculture Committee’s ten-year baseline. While the 2014 Farm Bill
comprises roughly two percent of the total Federal budget, the Agriculture Committee is proud to
have made a signifi ibution to deficit reduction with bi-partisan efforts. Most
importantly, CBO’s January 2015 baseline continues taxpayer savings.

Despite the difficult conditions that farmers and ranchers are experiencing in rural America,
CBO’s January 2015 baseline projects that the Commaodity Title of the 2014 Farm Bill is still on
pace to save taxpayer money relative to expenditures under previous farm programs.
Additionally, total program spending for Federal Crop Insurance is expected to decline.

(68)
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Crop insurance is the primary risk management tool farmers use to financially recover from
natural disasters and volatile market fluctuations; pay their bankers, fertilizer suppliers,
cquipment providers and landlords; purchase their production inputs for the next season; and
give them the confidence to make longer term investments that will increase their production
efficiency. Without effective and affordable crop insurance, catastrophic production losses could
sap the rural economy by setting in motion a series of harmful events; farm failutes and
consolidation, job losscs, farm-related small business failures, financial stress on rural banks and
reduced investment in U.S. agriculture.

During the writing of the 2014 Farm Bill, farmers all across the country stressed that erop
insurance should be the cornerstone of any risk management tool. Unlike traditional commodity
programs, farmers must first purchase crop insurance — putting “skin in the game” — before
being protected, and shoulder a portion of the losses through deductibles. Recent calls for cuts to
crop insurance do not take into account falling crop insurance costs even during a period of
significant crop losses and the elimination of ad hoc disaster programs. In fact, over 40
emergency disaster bills in agriculture have cost taxpayers over $70 billion since 1989, according
to the Congressional Research Service. Without crop insurance, Congress would face
tremendous pressure to pass similar disaster programs with added costs to the taxpayer.

Regarding major nutrition programs under the Comumitiee’s jurisdiction, specifically the
Supplemental Nutrition Assistance Program (SNAP), The Emergency Food Assistance Program,
the school meal programs, and the Special Supplemental Nutrition Program for Women, Infants
and Children; the Committee understands the vital role of these programs in providing temporary
assistance to vulnerable populations and encouraging their efforts to live in a self-sustaining
manner. SNAP is designed to provide a critical lifeline 1o children, seniors and familics that
experience economic disasters. CBQ projects that SNAP will continue to decline over the ten-
year budget window in both expenditures and participation resulting in a decrease of nearly 14
million participants by 2025,

Farmers and ranchers of all varicties and in all regions rely significantly on conservation
programs with mandatory funds to increase their productivity while improving public resources
such as air, water and wildlife. The 2014 Farm Bill also reduced this spending hy 36 billion
dollars, including sequestration effects. The Committee achieved much of this reduction by
reducing conservation programs from 23 to 13.

Furthermore, the Committee intends to work in a bipartisan manner to complete a series of
reauthorizations. With the authorizations of the Child Nutrition and Women, Infants, and
Children programs set to expire at the conclusion this fiscal year, it is a priority of the Committee
to draft legislation to renew and improve those programs in a number of ways. The Committee
also intends to renew the Mandatory Pricc Reporting Act, the Commodity Exchange Act and the
U.8. Grains Standards Act.

The Agriculture Committee understands it is essential for all programs within its jurisdiction to
operate in an efficient manner. The Agriculture Committec will conduct robust oversight over all
our programs to ensure that they are implemented efficiently, effectively, and make judicious use
of taxpayer resources.
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We respectfully request that the Committee an the Budget recognize the Agricuiture
Committee’s bipartisan efforts to contribute to deficit reduction in the 2014 Farm Bill.
Furthermore, if you find necessary to further reduce Federal spending, then we encourage the
Commiittee on the Budget to look for other arcas within the Federal budget that have not
achieved similar bipartisan deficit reduction efforts.

Thank you for this opportunity to present the budget views and estimates of the Agriculture
Committee,

Sij 3
A
——
R
Senator Pat Roberts Senator Debbie Stabenow
Chairman Ranking Member
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Yinited States Denate

COMMITTEE ON APPROPRIATIONS
WASHINGTON, B0 205108025

PR L BOD wte GOV

February 27, 2015

The Honorable Mike Enzi
Chairman

The Honorable Bernard Sanders
Ranking Member

Committee on the Budget
United States Senate
Washington, DC 20510

Dear Senators Enzi and Sanders,

In response to your January 27, 2015, letter and pursuant to section 301(d) of the
Congressional Budget Act of 1974, we write to provide views and estimates regarding the
fiscal year 2016 budget resolution.

Consistent with the requirements of the Balanced Budget and Emergency Deficit
Control Act of 1985, as amended, the Office of Management and Budget reduced the
discretionary spending limits for fiscal year 2016 and set “post-sequester” caps on budget
authority of $523.091 billion for the defense category and $493.491 billion for the non-
defense category. As a percentage of the nation’s gross domestic product, these caps
represent the lowest level of total base discretionary budget authority since 2001. As
measured in constant 2016 dollars, they represent the lowest level of total base
discretionary budget authority since fiscal year 2007. The nation’s population will have
grown from 301.6 million in 2007 to a projected 324.0 million in 2016 according to the
Census Bureau.

The Administration’s base budget request of $560.992 billion for the defense
category and $529.993 billion for the non-defense category exceeds the reduced
discretionary spending limits by a total of $74.403 billion. The funding levels established
under existing law will not be sufTicient to provide for many of the priorities included in
the Administration’s fiscal year 2016 budget request, whether for defense or non-defense
purposes. Neither will those levels be sufficient to fund many congressional priorities not
included in the President’s request. This will make for a challenging environment in
which to enact appropriations bills.
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Given the difficult budgetary circumstances in this fiscal year, we strongly
encourage the Budget Committee not to include limitations in the 2016 budget resolution
that would further inhibit the ability of the Appropriations Committec to allocate the
budget authority within its jurisdiction. First, we urge the Budget Committee to ensure
that sufficient outlays are provided in the resolution to preserve the historical spending
pattern of Appropriations bills. Second, we discourage the Committee [rom including
any modifications to the existing point of order on changes in mandatory programs in
appropriations bills or from altering cstablished methods of estimating the deficit eftect
of discretionary credit programs. Third, we request that the Committee not include a
ceiling on budget authority that can be designated for Overscas Contingency Opcrations,
a lunction which is inherently unpredictable and vital to protecting our nation’s security
interests. Fourth, in the event that Congress were to adopt. and the President were to
sign, legislation increasing the statutory caps for fiscal year 2016, we encourage the
Budget Committee to allow the allocations in the resolution to be adjusted accordingly.

In the FY 20135 omnibus appropriations bill alone, over 1,100 programs, projects
or activities were reduced or eliminated, and 79 rescissions were enacted. The
Appropriations Committee will continue to scrutinize funding for programs under its
jurisdiction to eliminate waste, fraud and abuse and to reduce funding for lower priority
programs. We appreciate the opportunity to express our views and look forward to
working with you to provide for the nation’s security and non-security needs within the
framework of a responsible budget.

Sincerely
Barbara Mikulski md Cochran

Viee Chairwoman Chairman
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ol 3 -
United States Senate
COMMITTEE ON ARMED SERWVICES
WASHINGTON, DC 20510-8050

February 27, 2015

The Honorable Michael Enzi The Honorable Bernie Sanders

Chairman, Committee on the Budget Ranking Member, Committee on the Budget
United States Senate United States Senate

624 Dirksen Senate Office Building 624 Dirksen Senate Office Building
Washington, D.C. 20510 Washington, D.C. 20510

Dear Senators Enzi and Sanders:

In accordance with your request, we write to you with our recommendations for national
defense spending as you prepare the Fiscal Year 2016 budget resolution. We do so at a time of
growing global crises and threats to our national security interests that are capturing the attention
of the American people. As their elected representatives, we have no higher duty than to ensure
that those who are swom to protect our nation have the necessary means and support to do so.

In preparing our views and estimates, we have reviewed the effects of maintaining the
spending caps mandated in the 2011 Budget Control Act (BCA). We have also begun to review
the President’s national defense budget request, which exceeds the BCA caps by $38 billion for
FY 2016 and $182 billion from FY 2016-21. These are important considerations, to be sure, but
we should not be bound by them. It is our constitutional responsibility, as an independent branch
of govemnment, to formulate our own views and estimates and provide for our national defense,
regardless of current law or policy. Indeed, if we determine that existing laws and policies no
longer serve our national security, it is our responsibility to propose new laws and policies.

We recognize that it is our equal responsibility to ensure that every dollar devoted to
defense is spent wisely and efficiently. This is a top priority for the Committee on Armed
Services, At the same time, with global crises and threats increasing, we believe that the
limitations of the post-sequestration BCA—which require nearly $1 trillion of defense spending
cuts over ten years—have become a national security crisis of the first order. Some insist that our
nation cannot afford to spend more on defense at this time. We believe we cannot afford not to.

We know that defense is only one of the priorities that you must consider in drafting the
budget resolution, just as it is for every Senator who will ultimately consider that resolution. Like
the members of our Committee, we have our differences at times over these broader fiscal
questions, especially the issue of non-defense discretionary spending. While there is widespread
recognition that our national security depends on the funding of many federal agencies beyond
the Department of Defense, the task you have assigned us is more limited: to offer our views and
estimates solely on what our nation should spend on defense. We are therefore writing to provide
our bipartisan views and estimates for national defense spending in FY 2016.
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In short, we recommend that defense spending be restored to BCA levels prior to
sequestration: $577 billion for national defense discretionary budget authority, in addition to the
necessary funds for Overseas Contingency Operations (CCQO).

A Commitment to Greater Efficiency and Reform

We recognize that, for the American people and their elected representatives to devote
additional resources to national defense, they must be confident that the Department of Defense
is making the best, most efficient use of our limited taxpayer dollars. That ts why our Committes
has made it a top priority to identify additional defense reforms, cfficiencies, and modemization
initiatives that can add value for the taxpayers and capability for our troops, including:

o A comprehensive approach to defense acquisition reform that is intended to foster
cnhanced competition, provide greater accountability, produce weapons systems on time
and on budget, and improve our nation’s defense technological advantags;

« Continued scrutiny and oversight of the Department of Defense to ensure that it meets its
requirement by law to be andit-ready by FY 2017,

» A thorough examination, led by our Personne! Subcommittee, of the recommendations of
the congressionally-mandated Military Compensation and Retirement Modernization
Commission with the goal of identifying reforms that modermnize the military personnel
system, improve its efficiency, and enhance the experience of our service-members;

s Committee-led investigations into signilicant cases of potential, waste, fraud, or abuse,
including cost aver-runs on major defense acquisition programs, to determine what
happened, why it happened, who was responsibie, and who should be held accountable;

&  And a wide-ranging oversight initiative to identify defense management reforms that
could reduce or consolidate military headquarters, commands, and infrastructure; slow
the rate of personnel-cost growth; enhance contract competition; and improve the training
and cffectiveness of the Department of Defense’s financia! management workforce.

We are confident that efforts such as these can yield additional savings in the defense
budget, and it is a priority for our Committee that these or other defense savings, inctuding those
that the Budget Committee could require through the reconciliation process, be reinvested in the
Department of Defense to provide greater military capability for our warfighters. However, we
recogiize that much of the potential savings—including, for example, the annual $25 billion of
savings cited by the Defense Business Board—will be realized after FY 2016, More importantly,
we do not believe it is possible to provide for our national defense at this time simply through a
more efficient use of the limited defense spending mandated by the post-sequestration BCA caps.

The Global Threat Environment

In formulating our views and estimates, we began by taking stock of worldwide threats
and asking what strategic and budgetary decisions are necessary to meet these threats and defend
our nation. To do so, the Committee on Armed Services has held 14 public hearings and closed
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meetings in the six weeks that the Senate has been in session this year, in addition to a host of
subcommittee hearings and briefings. The primary focus of this oversight by our full comumittee
has been our present global challenges and U.S. national security strategy.

As part of this series of hearings, our Committee has received testimony from some of
America’s most experienced statesmen and leading strategic thinkers, including former
Secretaries of State Henry Kissinger, George Shultz, and Madeleine Albright; former National
Security Advisors Brent Scowcroft and Zbigniew Brzezinski; retired Generals fames Mattis and
Jack Keane and retired Admiral William Fallon; outside defense experts and former senior
officials; and all four of the current military service chiefs. A clear, unitied, and alarming
assessment has emerged from these national leaders: As Dr. Kissinger testified on January 29,
“[A]s we look around the world, we encounter upheaval and conflict. The United States has not
faced a more diverse and complex array of crises since the end of the Second World War.”

We believe this assessment is justified simply by the events of the past year alone:

= In Ukraine, Russia has sought to redraw an international border and arnex the territory of
another sovereign country through the use of military force. It continues aggressively to
destabilize Ukraine, with troubling implications for security in Europe.

a A terrorist army with tens of thousands of fighters, many holding Western passports, has
taken over a swath of territory the size of Indiana and declared an Islamic State in the
heart of the Middie East. Nearly 3,000 U.S. troops have returned to Iraq to combat this
threat, with U_S. aircraft flying hundreds of strike missions a month over Iraq and Syria.

= Amid negotiations over its nuclear program, Iran continues to pursue its ambitions to
challenge regional order in the Middle East by increasing its development of ballistic
mmissiles, support for terrorism, training and arming of pro-Iranian militant groups, and
other malign activities in places such as Irag, Syria, Lebanon, Gaza, Bahrain, and Yemen.

« Yemen is on the verge of collapse, as 2 Shia insurgency with ties to the Iranian regime
has toppled the U.S,-backed government in Sanaa, Al-Qaeda uses a growing part of the
country to plan attacks against the West, and the U.S. Embassy has been evacuated.

s Libya has become a failed state, beset by civil war and a growing presence of
transnational terrorist groups, such as al-Qaeda and ISIL, similar to Alghanistan in 2001.

* North Korea, while continuing to develop its nuclear arsenal and ever-more capable
hallistic missiles, committed the most destructive cyberattack ever on U.S. territory.

* China is increasingly taking coercive actions to assert expansive territorial claims that
unilaterally change the status quo in the South and East China Seas and raise tensions
with U.S. allies and partners, all while continuing to cxpand and modernize its military in
ways that challenge U.S. access and freedom of movement in the Western Pacific.
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These and other threats constitute a dramaticaily different and far more dangerous global
environment than last year, let alone when Congress passed the BCA in 201 1. Furthermore, as
most of our expert witnesses have told our Committee, our present dangers cannot, and should
not, be viewed in isolation. Taken together, they constitute a fundamental challenge to the rules-
based intemational order that has kept our nation safe and enabled our success for the past seven
decades, while leading te an unprecedented expansion of security, prosperity, and frcedom
worldwide. The indispensable factor in this success has been the strength of the United States—
our diplomatic, economic, and moral influence, to be sure, but ultimately, the credibility and
global reach of our military power. And yet, at a time of growing worldwide threats and demands
on our armed forces, our nation has been slashing our resources to meet these requirernents.

The Effects of Sequestration

1t is difficult to overstate the destructive impact on our military that has been wrought by
the BCA with sequestration, which requires nearly 81 trillion of defense spending cuts aver ten
years. While the Bipartisan Budget Act of 2013 provided welcome relief from some of the worst
effects of sequestration for FY 2014 and 2015, that relief was partial, temporary, and ultimately
did litile to provide the kind of certainty that our defense and military leaders necd to plan
effectively for the future and make longer-term investments for our national security. The effests
of these arbitrary spending cuts have been devastating to the capabilitics, readiness, morale, and
modernization of our armed forces—a judgment that was clearly rendered by all four of the
military scrvice chiefs in testimony to the Committee on Armed Services on January 28:

»  General Mark Welsh, Chief of Staff of the Air Force, stated: “We are now the smallest
Air Force we've ever been. When we deployed to Operation Desert Storm in 1990, the
Air Force had 188 fighter squadrons. Today, we have 54, and we're headed to 49 in the
next couple of years. In 1990, there were 511,000 active duty ainnen alone. Today, we
have 200,000 fewer than that.... We currently have 12 fleets of airplanes that qualify for
antique license plates in the state of Virginia.”

« General Ray Odierno, Chief of Siaff of the Army, said: “In the last three years, the
Army's active cornponent end strength has been reduced by 80,000 the reserve
component by 18,000. We have 13 less active component brigede combat teams. We've
eliminated threc active aviation brigades.... We have already slashed investments in
modernization by 25 percent.... [T]he number one thing that keeps me up at night is that
if we're zsked to respond to an unknown coatingency, I will send soldiers to that
contingency not properly trained and ready. We simply are not used lo doing that.”

»  Admiral Jonathan Greenert, Chief of Naval Operations, “[D]ue to sequestration of 2013,
our contingency response force, that's what's on call from the United States, is one-third
of what it should be and what it needs to be.”

e Ceneral Joseph Dunford, Commandant of the Marine Corps, testified: “We're investing in
rmodemization at an historically low level. We know that we must maintain at least 10
percent to 12 percent of our resources on moderization to ficld a ready force for
tomorrow. To pay today’s bills, we're currently investing 7 percent to & percent,”
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Most importantly, all four of the military service chiefs testified that American lives are
being put at risk by the caps on defense spending mandated in the BCA. At a time when reat
worldwide threats are growing, we are compounding those dangers with a national security crisis
of our own making, We think retired General James Mattis summed up our current problem best
when he told our Committes on January 27: “No foe in the ficld can wreak such havoc on our
security that mindless sequestration is achieving.” Continuing on our current path for defense
spending would be reckless and dangerous. It is imperative that we change course,

The President’s Budget Request

In response to these increasing global demands or our military, the President’s FY 2016
budget requests $534.3 billion for the Department of Defense base budget, $19.1 billion for
defense programs in the Department of Energy, and $7.6 billion for related defense programs in
other agencies—-a total of level of defense spending that exceeds the BCA caps by $38 billion for
FY 2016 and $182 billion from FY 2016-21. The President’s budget request also includes $50.9
billion of emergency designated funding for Overseas Contingency Operations (OCO).

While the Committee on Armed Services is still reviewing the President’s budget request
for FY 2016, we think it responds to many critical priorities. In particular, the President’s budget
praposes necessary investments to address some of our growing cyber and space control
vulnerabilities; to begin addressing the near-term military readiness shortfall; to sustain and
modernize our nuciear enterprise; to start developing a new “offset strategy” to use technological
advances to counter our adversaries; and to commence procurement of the Air Force’s next
generation bomber, new Army ground vehicles, hundreds of F-35 fighter jets, and the Ohio class
replacement nuclear ballistic missile submarine, as well as various classes of Navy ships.

At the same time, the President’s budget reflects policy decisions that would reduce some
critical militery capabilities—either through the early retirement or cancellation of existing
systems, deferred development or procurement of new systems, or withheld funding for proven
requirements. Many of these decisions were made purely because of budgetary constraints. With
additional resources for defense above the President’s request, our Comumittee could restore
many of these urgent and legitimate military needs in the FY 2016 budget.

As for the ability of the President’s budget to meet our growing national security
requirements, we would cite the judgment of the Chairman of the Joint Chiefs of Staff, General
Martin Dempsey, who recently testified to the House Armed Services Cornmittee that “the
President’s budget réquest is at the lower ragged edge of our ability to exccute the National
Security Strategy, with moderate risk.”” We believe that our nation can, and should, do better.

The National Defense Panel

Our views and estimates are guided by the recommendations of the National Defense
Panel—a bipartisan group of defense experts, chosen jointly every four years by executive and
tegisiative branch leaders, to provide a congressionally-mandated independent assessment of the
Department of Defense’s Quadrennial Defense Review. The most recent National Defense Panel
was co-chaired by former Secretary of Defense Wiltiam Perry and retired General John Abizaid
and comprised senior defense leaders from both sides of the aisle. On July 31, 2014, the Pancl
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released its unanimous findings and recommendations—the drafting of which was led by the
bipartisan co-paneiists Michele Flournoy and Eric Edelman.

The National Defense Panel charged that the defense spending cuts imposed by the BCA
and sequestration “constitute a serious strategic misstep.” If Congress and the President pecsist
with the defense spending levels mandated in the BCA, the Panel warned that *the armed
services will in the near future be at high risk of not being able to fully execute the national
defense strategy.” More ominousiy, the Panel conciuded that, “in the extreme, the United States
could find itself in a position where it must either abandon an important national interest or enter
a conflict for which it is not fully prepared.” We strongly endorse these conclusions.

Based on its findings, the Panel recommended-~again, unanimously-—that Congress and
the President immediately repeal the BCA and retum, at @ minimum, to the funding baseline in
the FY 2012 defense budget that was prepared by former Secretary of Defense Robert Gates.
That budget, the Panel notes, “represents the fast time the Department was permitted to engage in
the standard process of analyzing threats, estimating needs and propesing a resource haseline that
would permit it to carry out the naticnal military strategy.” That would mean $611 billion for
defensc in FY 2016. While this funding level would be $115 billion above the BCA caps for FY
2016, it would only represent 3.6 percent of GDP, which is consistent with historical averages.

It is important to note, as Flournoy and Edeiman did in testimony to our Committee on
February 10, that worldwide threats have grown considerably, as described above, since the FY
2012 budget was compiled. Indeed, many of the assumptions on which the FY 2012 budget was
built—that major military operations in Irag were over, for example, or that we could draw down
U.S. forces in Europe because Russia did not pose a serious threat to regional secunity—have
been overturned. This is why the National Defense Panel recommended that returning to the FY
2012 funding baseline should be a floor, not a ceiling, for defense spending.

The National Defense Panel's recommendation would not simply halt the degradation of
our military readiness 2nd capabiiities; it would enable our country to begin building the military
we aeed 1o meet the growing global challenges we face. In particular, the National Defense Panel
identified many priority requirements that justified this increased defense spending, including:

¢ Achieving full readiness levels as quickly as possible across ali of the military services;

* Halting the budget-driven reduction to a 260-ship Navy and instead building up, at a
minimum, to 323 ships, as identified in the FY 2012 Future Years Defense Plan;

e Preventing further planned end-strength reductions to the Army and Marinc Corps
below their pre-September 11, 2001 levels—490,000 active-duty soldiers in the Army
and 182,000 active Marines—in addition to properly-resourced Guard and reserve units;

s Investing in critical modemization initiatives—such as intelligence, surveillance, and
reconnaissance (ISR) systems; long-range and precision strike capabilities; electric and
directed energy weapons; unmanned systems; and cyber and space control capabilities—
that are essential to maintaining our military technological advantage in the world;
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e And increasing the Air Foree™s number of manned and unmanned aircraft capable of
conducting both ISR missions and long-range strike operations in contested airspace.

While we support the National Defense Panel’s recammendations, we recagnize that
3611 billion in base budget authority for the Department of Defense is ncither realistic in the
current political environment, nior is it likely that the Department could responsibly execute this
funding in FY 2016. Nonetheless, we believe we should work to restore defense spending as
quickly as possible to FY 2012 lovels at least, as the National Detense Panel proposed.

Our Recommendation: End Sequestration

Absent other considerations, we recommend that defense spending for FY 2016 be
restored to the pre-sequestration BCA levels, We would therefore request that you aliocate $577
billion for FY 2016 in national defense discretionary budget authority and the associated outlays,
in addition to the necessary funding for OCO. This is the amount for defense that the BCA ijtself
set for FY 2016, prior to the additional cuts imposed through sequestration.

In short, our recommendation would effectively end sequestration for defense.

It is worth recalling that scquestration was never supposed to happen. It was designed to
he so destructive and unacceptable to our national security interests that it would force members
of Congress and the President to make more prudent cuts to federal spending. The failure of this
effort, and the resulting trigger of sequestration, was a collective failure. However, continuing to
live with the unacceptable effects of sequestration is a choice. Sequestration is the law of the
land, but Congress makes the laws. We can choose to end the debilitating effects of
sequestration, and we must, because at the post-sequestration BCA levels, we believe that is
impossible to meet our constitutiona] responsibility to provide for our national defense.

In testimony to our Committee on January 28, the senior military otficers of the Army.
Navy, Air Force, and Marincs Corps stated that they could not execute the National Military
Strategy with defense spending for FY 2016 at sequestration levels. As General Welsh, Chief of
Staff of the Air Force, described the impact of returning to post-sequestration budget caps:
“[Tthe Air Force will no longer be able to mest the operational requirements of the Defense
Strategic Guidance. We will not be able to simultaneously defeat an adversary, deny a second
adversary, and defend the homeland.” His fellow service chiefs said the same in their testimony.

With a FY 2016 defense budget at sequestration levels, we as a nation must decide what we
do not want the U.S. military to do for us, Are we comfortable, for example, with fewer Navy
ships to cnsure freedom of commerce in the Pacific amid China’s military modemization? Or
with less U.S. military presence in Europe amid renewed Russian aggression? Or with an Army
and Marine Corps comprised of fewer troops with older equipment as more of the Middle East
falls into the hands of ISIL, al-Qaeda affiliates, and lranian-backed militants? We cannot pretend
that we can avoid these choices. As growing global threats increase the demands on our military,
we must either increase our resources 10 meet our strategic requirements, or we must reduce our
strategic requirements to match our limited resources. We cannot have it both ways.
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The inability to execute our National Military Strategy would be catastrophic, but
funding defense at post-sequestration BCA levels would have an even worse effect: We risk
breaking faith with the men and women of our all-volunteer force and further eroding their
confidence in their political leaders. Unfortunately, that confidence has already been shaken,
primarily due to sequestration, as we have often heard firsthand. The military service chiefs
issued stark warnings on this front during their January 29 testimony to our Committee:

¢ General Odierno, the Chief of Staff of the Army, asked: “At what point do we, the
institution and our nation, lose our soldiers’ trust—the trust that we will provide them the
right resources; the training and equipment to properly prepare them and lead them into
harm’s way; trust that we will appropriately take care of our soldiers and their families
and our civilians who so selflessly sacrifice so much?”

* Speaking of the U.S. airmen he leads, General Welsh, the Chief of Staff of the Air Force,
said: “They're proud of who they are. They’re proud of who they stand beside. And
they’re proud of what they represent. And when they lose that pride, we’ll lose them. And
if we lose them, we lose everything.”

e And General Dunford, the Commandant of the Marine Corps, stated: “Our soldiers,
sailors and Marines and their families should never have to face doubts about whether
they will be deployed without proper training and equipment. The foundation of our ali-
volunteer force, as General Odiemno has said, is trust. Sequestration will erode the trust
that our young men and women in uniform, civil servants and families have in their
leadership. And the cost of losing that trust is incalculable.”

If we continue on our current path, we risk undermining the central pillars of our all-
volunteer force, and with it, the foundations of international peace and security of which the U.S.
military has been the most reliable guarantor since the end of World War 1. We cannot afford to
believe that the relative peace and prosperity that our nation has enjoyed, and made possible for
s0 many others across the world, is self-sustaining or self-enforcing. It has been painstakingly
maintained through the deterrence of adversaries, the cooperation with allies and partners, the
global leadership of the United States, and ultimately, the credibility and capability of the
greatest military on earth. If we fail to play this role now, the consequences for our nation will
grow more dangerous, and history will judge us derelict in our highest duty, appropriately so.

Sincerely,
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\ | :
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Jack Reed John McCain
anking Member Chairman
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February 27, 2015

Chairman Michael Enzi and Ranking Member Bernard Sanders
Unites States Senate

Committee on the Budget

Washington, DC 20510-6100

Dear Chairman Enzi and Ranking Member Sanders:

This letter sets forth the views and estimates of the Committee on Banking, Housing, and Urban Affairs
on budgetary matters within our jurisdiction, pursuant to section 301(d) of the Congressional Budget Act.

For the seventh year in a row, the President’s Budget presents no serious plan for fiscal reform. The
upward trajectory of government spending on mandatory programs, especially entitlements, continues to
pose risks to a well-functioning and stable economy. The current path of the U.S. debt burden is
unsustainable. Left unaddressed, interest payments on the debt will crowd out other spending, including
on our nation’s defense, and hold back economic growth. Ultimately, we run the risk of a fiscal crisis
where the government would be forced to pay exorbitant rates to borrow in financial markets.

In the short term, although it is only one step in the right direction of fiscal solvency, we ask that the
Budget Committee adhere to the aggregate level for discretionary spending as sct forth in the Budget
Control Act.

Committee Agenda
This Congress, the Commitiee’s agenda will focus on fostering economlc growth and job creation by
stimulating capital formation, protecting taxpayers through r lati and enacting priident

reforms to reduce regulatory burdens on businesses and mdlvtduals Our specxﬁc priorities inciude
examining regulatory relief for smatler financial institutions, the overall effectiveness of the financial
regulatory framework, ways to enhance oversight and accountability for the Federal Reserve System,
measures to open up access to capital markets, and the expiring reauthorizations within our jurisdiction.
The success of these objectives in the larger economy goes hand in hand with responsible budgeting that
shrinks the footprint of federal government and allows the private sector to thrive.

The Committee’s jurisdiction encompasses banking, insurance, financial markets, securitics, housing,
urban development and mass transit, international trade and finance, and economic policy. The budget
baseline touches on these areas through multiple agencies and programs. Below are the Committee’s
views on issucs within our jurisdiction that we believe should be considered as part of the Congressional
budgeting process.
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Specific Budgefary Matters

LS. Financial Reguintion

The issue of reducing regulatory barricrs for smatler financial institutions is a primary focus of the
Committee this Congress. Community bantks and credit unions carry a disproporlionate burden of
regulations that were designed for larger institutions.

Funding for the agencies that carry out these and the broader swath of financial regulations works in a
variety of ways. Many regulatory entities, such as the Federal Reserve, the Federa! Deposit Insurance
Corporation, the Office of the Comptroller of the Currency, and the Consumer Financial Protection
Burean (CFPB), receive funding independently from Congress.

Two primary financial regulators are subject to Congressional appropriations: the Securities and
Exchange Commission and the Commodity Futures Trading Commission. The Committee believes that
the existing funding structure for these agencies allows for necessary oversight and supervision by the
legisiative branch, and opposes any proposal that would take away Congressional contro! of these
agencies” budgets. We also support flat funding for the agencies for Fiscal Year 2016. In gencral, the
Committee favors efforts to bring greater transparency and accountabifity to sc-called independent
financial regulators, including the CFPB, which we believe should be subject to the Congressional
appropriations process.

Housing Programs

The Committee realizes the importance of budgetary implications for governmental housing programs.
The Government-Sponsored Entities (GSEs), Fannie Mae and Freddie Mac, have been in the
conservatorship of the federat government since September of 2008. Both entities send any profit they
acerue fo the U.S. Treasury which has been responsible for any losses of the GSEs. Despite the clear
nexus and existing arrangement between the government and the GSEs, the Administration continues to
view the GSEs as off-budget entities for the purposes of budgeting, and records alt transfers between the
Treasury and the GSEs as “intergovernmental.” (This effectively neutratizes the budgetary impact.}

Because such treatment does not accurately reflect the actual risk to taxpayers, the Congressional Budget
Office (CBO)} takes a different approach by placing the GSEs on bodget and accounting for them using a
*“fair value” estimate that refiects the subsidy costs of the loans on a net present value basis with an
adjustment for the market risk associated with the loans. The Comimittee supports CBO's approach
because, in our view, it is the most accurate reflection of the risk and cost of conservatorship. We
acknowledge that the current status of the GSEs, however, is untenable, and believe that any proposal to
reform the GSEs should not simply re-create an explicit government guarantee of the housing markct.

We also are very concemed about Federal Housing Finance Agency’s (FHFA) decision to fund affordable
housing programs by siphoning off money from the GSEs instead of directing such funds to Treasury for
deficit reduction. While the Cemmittee recognizes ongoing affordable housing chatlenges, there is a
statutory obligation that set-aside funding be suspended when it endangers the capitat level of the

GSEs. Given that the GSEs are in conservatorship and hold little to no capital, the Committee sees no
credible argument that the GSEs currently have adequate capital standing to set capital aside for these
tiust funds.

In addition, we remain concerned with the undercapitalization of the Federal Housing Administration
(FHA) capital reserve fund. We oppose the receut decision of the Department of Housing and Urban
Development (HUD) to fower annual insurance premiums for most FHA leans at a time when the reserve

2
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fund is well betow its statutorily-mandated level of 2 percent. We also acknowledge that the current
budget treatment, required by law under the ['ederal Credit Reform Act (FCRA), underestimates the risk
of the FHA program to taxpayers. Uniike CBO’s “fair value” treatment of Fannie Mae and Freddic Mac,
the budget does not discount FHA Ioans for market risk. This resuits in illusory upfront budget “savings”™
from FHA receipts that, in reality, oftentimes do not materialize. As an example, CBO’s latest estimate
reported that “FHA’s single-family mortgage guarantee program would provide budgetary savings of $63
billion under FCRA accounting but cost $30 billion on a fair-value basis.™ In order to properly and more
accurately account for the risk of FHA loans, we support applying fair value methodology.

Transportation Reauthorization

The Moving Ahead for Progress in the 21st Century Act (MAP-21) will expire on May 31, 2015. The
Banking Committee recognizes the importance of reauthorizing our federal surface transportation
programs and has begun its work on the Puhlic Transportation title of the rcauthorization proposal. To
that end, the Committee requests the inclusion of a deficit-neutral reserve in the Congressional budget
resolution to accommodate changes in the highway program related to the current baseline. In addition,
the Committee requests the concomitant contract authority to Support surface transportation programs.

Waste, Fraud and Abuse

Your fetier requested that the Commitiee views address the issue of waste, fraud and abuse in program
spending. We have reviewed the recommendations of the 2014 Government Accountability Office
(GAO) annual report, which identifies areas of fragmentation, overlap, and duplication in federal
programs and activities. The report mentions three recommendations related to the HUD: (1) improving
the practices of disposal for real estate-owned properties, (2) better managing the proeess of data
collection and analysis for foreclosure mitigation programs, and (3) better managing the process of data
collection and analysis for housing choice voucher programs. The Committee agrees that these areas
warrant improvement and will conduct regular oversight to ensurc that the HUD has made progress. We
believe that effective data collection and analysis is crucial to understanding the costs and benefits of
these programs, and ultimately whether they merit the support of Congress and funding from taxpayers.

Complementary to such efforts, the Committee has asked the financial regulators to share information and
commit to undertaking a meaningful review of “outdated, unnecessary, or unduly burdensome
regulations,” as is required by the Economic Growth and Regulatory Paperwork Reduction Act of 1996
(EGRPRA). We believe this should be a serious, comprehensive review of the government’s regulatory
framework, and will be refevant for this Committee’s legislative objectives and the budget implications of
the programs we oversee.

Thank you for the opportunity to comment. If your staff has any questions related to these or other
budgetary issues within the Committee’s jurisdiction. piease contact Dana Wade at 224-7228.

Sincerely,

Ro0aS 3B,

Richard C, Shelby
Chairman
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Ynited States Senate
COMMITTEE gﬁgﬁgiﬁ%;ﬁuswﬁ AND

WASHINGTON, DL 205108075
February 27, 2015

The Honorable Michael Enzi The Honorable Bernard Sanders
Chairman Ranking Member

Senate Committee on the Budget Senate Committee on the Budget
624 Dirksen Senate Office Building 624 Dirksen Senate Office Building
Washington, DC 20510 Washington, DC 20510

Dear Chairman Enzi and Ranking Member Sanders:

This letter transmits the views and estimates of the Committee on Banking, Housing and Urban
Affairs Minority regarding the funding of programs in our jurisdiction, as required by Section
301 of the Congressional Budget Act of 1974. As requested, this letter comments on funding
levels relative to CBO’s FY 2016 baseline. We know that difficult choices will need to be made
as Congress develops its FY 2016 Budget Resolution. However, we urge you to seek a balanced
approach to deficit reduction that provides for investments in our people, communities, and a
healthy economy and avoids the return of sequestration, which could cause dramatic reductions
in many non-exempt discretionary programs under our jurisdiction if continued in FY 2016.

We understand we are operating within a constrained budget environment, and offer the
following information on the needs and issues in our jurisdiction to inform your Committee in its
work. We believe that a stable, well-regulated financial services industry is critical to restoring
consumer confidence and continuing our economic recovery. We know that federal assistance
plays a critical role in meeting the housing and economic development needs of families and
communities - particularly those for whom the economic recovery: has been incomplete. Federal
housing credit programs support the economy and the middle clasg by ensuring broad access for
creditworthy borrowers and countercyclical support for the housing market. Lastly, we recognize
the vital role of public transportation for millions of Americans who need affordable and
accessible options to travel to work, or to access healthcare and other services. It is with these
concems in mind that we put forward these recommendations.

Fi ial Qversight and Protections for Consumers gnd Investors

The Committee continues to monitor the last stages of implementation of the Dodd-Frank Wall
Street Reform and Consumer Protection Act of 2010 (Wall Street Reform Act). Specifically,
with respect to the congressional budget and appropriations in fiscal year (FY) 2016, funding for
the Securities and Exchange Commission (SEC) is vital to strengthening regulatory oversight of
financial institutions and trading activity as well as continuing to work on initiatives that will
improve the capitat formation process. The FY 2015 CBO baseline level of $1.5 billion is below
the funding necessary for the SEC to accomplish its mandates fully and approximates the amount
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the SEC projeets that it will collect from fees on securities transactions and send to the Treasury.
In addition to fulfilling its core mission to protect investors, maintgin fair, orderly and efficient
markets, and facilitate capital formation, the SEC continues to finalize measures required by the
Wall Street Reform Act, such as rules governing the derivatives matkets, and by the Jumpstart
Our Business Startups Act. At the same time, the SEC has heightened its review of equity and
fixed income market structure issues, implemented a revamped exdmination and oversight
regime over investrent advisers and continued to pursue a comprehensive enforcement and
regulatory oversight program. A key part of the SEC’s work relies on technology, and adequate
funding will allow the SEC to continue modemization of its technological capabilities.
Additionally, the SEC has additional responsibilities with respect to ensuring financial swbility
as a voting member of the Financial Stability Oversight Council.

The FY 2015 CBO baseline level of 3250 million for the CFTC represents an increase over the
FY 2014 level, but does not reflect the size and breadih of the markets overseen by the CFTC.
The $400 willion U.S. derivatives market regulated by the CFTC téuches every aspect of the
economy and has created many new responsibilities for the agency. Fully finding the
President's amount for FY 2016 of $322 million for the CFTC would help provide the resources
critical to the CFTC’s existing and newly expanded regulatory work as well as surveillance and
enforcement across the futures, options and swaps markets. The carrent baseline numbers are
simply not enough to protect the integrity of our financial system and to provide oversight of the
ever growing markets and participants within them. We strongly urge you to provide full
funding for the SEC and CFTC.

Housing and Commumity Development Programs

While the national economy has made great strides since the recession that began in 2008, our
families and our state and local governments continue to struggle to overcome its effects. State
and local government budgets and services continue to face cuts. Lack of investment in aging —
or nonexistent ~ infrastructure presents real challenges to urban, rutal, and tribal communities. .
Foreclosures and resulting blight continue to confront many American families and communities
and access to mortgage credit remains tight.

The need for affordable housing has grown dramatically in recent years. The market alone does
not provide sufficient housing affordable 1o working families and those on fixed incomes. A
person with a full-time job would need to earn an hourly wage of §18.92 in order to afford 2
modest, two-bedroom rental at HUD's national average fair market rent. This is an amount far
above the minimum wage or income available to persons with disabilities who rely upon
Supplemental Security Income. For every 100 extremely-low-income renters (those with
incomes at or below 30 percent of area median) in 2013, there were only 39 units of adequate,
atfordable housing available. Among very-low income renters (those with incomes at or below
50 percent of area median), only 65 affordable units were availablg for every 100 renters,  Half
of all renters paid more than 30 percent of their incomes towards housing in 2010. Between
2003 and 2013 the number of very low-income renters facing “wotst case” housing needs,
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meaning that they were spending more than half of their incomes for housing or were living in
substandard conditions, grew by 49 percent, reaching was 7.7 million.

Families burdened by housing costs have less available to meet other essential needs like
transportation to work, food, and medicine, and may even face homelessness. Department of
Education data on homelessness, which includes doubled-up households, indicate that more than
1.2 million school-age children and their families were homeless at some point during the 2012-
2013 school year.  Despite this need, only one in four eligible renter households receives
federal rental assistance. Given the need for atfardable housing, it is vital that we both preserve
the investments in affordable housing resources we curtently have,and seek to expand access to
affordable housing where we can. To this point, we support the FHFA’s decision fo permit the
affordable housing allocations as authorized by the Housing and Economic Recovery Act of
2008 to go forward.

These challenges make funding for the programs administered by the U.S. Departinent of
Housing and Urban Development (HUD) and U.S. Department of Agricutiure’s Rurai Housing
Service (RHS) and related agencies all the more important. We encourage you to provide at least
the amount of funding requested by the President’s FY 2016 budget for housing and community
developtment programs within the appropriated programs of HUD, RHS, and related agencies in
the FY 2016 Budget Resolution. We also request that you support key funding initiatives as
discussed below.

Strengthening the Housing Market and Helping Responsible Homeowners

The nation’s housing finance system, following its worst shocks since the Great Depression, is
gaining strength but remains fragile. Slow recovery of the housing market continues to confront
many families, communities, and the broader economy. In addition to negative effects on
families and the economy, foreclosures have a deleterious effect on neighborhoods by reducing
neighboring property values and opening opportunities for crime apd blight. In order to help
responsible homeowners secure sustainable mortgage products and options for saving their
homes, Congress has funded housing counseling and foreclosure mitigation counseling through
HUD and the Neighborbood Reinvestment Corporation {NeighborWorks America). Turpe you
to inctude strong fimding for these activities in the FY 2016 Budget Resolution.

T encourage you to provide administrative funding necessary 1o support the Federal Housing
Administration’s (FHA) role in the housing market and strengthen the FHA s oversight and
processing of its lending programs. The FHA has played an important countercyclical role in the
American mortgage miarket, and it must have the tools to continue to do so responsibly.
According to witness testimony, absent FHA lending, home values would have fallen by an
additional 23 percent during the housing downturn, resulting in 3 million more job losses. The
Banking Committee passed a bipartisan bill 1o strengthen FHA’s Mutual Mortgage Insurance
Fund in 2014, and we will continue our oversight of these critical programs in the coming year.
In addition, we would oppose any changes to Federal Credit Reform Act treatment of federal
credit programs in our jurisdiction including FHA.
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In the 113" Congress, the Committee held extensive hearings on a wide range of housing finance
topics, including: the continued affordability of 30-year, fixed-rate, prepayable mortgages; equal
access for lenders to the secondary market; equal access for all borrowers and market segments,
including rural aress, 1o the mainstream housing finance system; stable, liquid and efficient
mortgage markets for single family and multifamily housing; and improved mortgage servicing
procedures. Tn the Minority, we will continue to monitor these isstes to ensure the ongoing
safety and health of the housing markst.

Project-Based Rental Assistance

HUD's Section 8 Project-Based Rental Assistance program provides critical affordable housing
to over 1.2 million households through contracts with private building owners. The President’s
budget requests $10.8 billion to maintain current assistance levels in FY 2016. While the
requested amount is a $1 billion increase over the FY 2015 enacted level and an $854 million
increase over the CBO baseline estimate for FY 2016, this incrcasd is attributable to the end of a
one-time savings resulting from a contract timing shift in FY 2015 rather than an increase in the
amount of assistance provided. Failure to fully fund contracts with private owners in FY 2016
may discourage private sactor participation and investment, which could lead to fess assistance
for families, disinvestment, and higher costs in the future,

Tenant Based Rental Assistance

The Section 8 Tenant Based Rental Assistance (TBRA), ar “voucher” program is a public-
private partnership that has successfully allowed millions of families to live in stable, safe, and
affordable housing on the private market. Nearly half of the over 2.2 million households
receiving voucher assistance are families with children. Given the:demand for affordable rental
housing, the housing veuchet program is so oversubscribed that waiting lists in most
communities are months or years long, or closed completely. Sequestration exacerbated these
frends in 2013, resulting in an estimated reduction of 67,000 vouchers nationwide.

The Administration has requested $21.1 billion for the voucher program in FY 2016, 2 $1.6
bitlion increase over the CBO baseline estimate. The requested amount will renew existing
assistance for families and will provide more adequate funding of focal agency administrative
fees. Administyative fees enable local agencies to ensure housing quality and program integrity,
and are therefore critical to the effective, efficient use of voucher finds. [n addition, the request
would restore 67,000 vouchers that had been lost to sequestration. Targeted purposes of these
restored vouchers include: community need-based vouchers; vouchers for families, veterans, and
Native Americans facing homelessness; family reunification vouchers for families and youth
invelved with the child welfare system; and vouchers for victims fleeing domestic violence.
Please provide sufficient funding in the FY 2016 budget to fully renew and administer assistance
to struggling familics and restore sequestration-related voucher losses.

Public Housing

Federal investment is essential to operating and preserving public Bousing, which provides
affordable homes to 1.1 million low-income American families, nearly two-thirds of which are
headed by an elderly person or person with disabilities, and 40 pereent of which include children.
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The Public Housing Operating Fund supports the daily public housing operational activities -
including maintenance, security, and utilities — necessary to providb safe, decent housing these
families. We ask you to provide full funding for housing agency eperations in the FY 2016
Budget Resolution. '

Despite the large historic federal investment in public housing, the!federal government has not
provided adequate funding to maintain this valuable affordable housing, threatening its long-term
viability. The public housing inventory faces an estimated $26 biflion backlog of capital repairs.
Additional investments will help preserve these affordable units and also spur the economy. A
recent report found that for every dollar the American Recovery and Reinvestment Act of 2009
invested in public housing capital repairs, it generated more than two more in indirect economic
activity. We urge the Committee to continue to improve public housing and create jobs by
providing adequate funding for the Public Housing Capital Fund inthe FY 2016 Budget
Resolution.

Homeless Assistance

Recent years have demonstrated that concerted federal investments in appropriate housing
solutions makes a difference in reducing homelessness. Since 2010, such investments have
hetped reduce chronic homelessness by 21 percent and veterans” hemelessness by 33 percent.
Yet, mote remains to be done. According to HUD’s 2014 Annual Homeless Assessment Report
to Congress, approximately 578,000 people were homeless on a given night in January 2014,
Over 216,000 of the homeless on this night were in families including at least one child.
Homelessness has both direct, negative effects on the adults and children affected and broader
costs to taxpayers when the distuptions of homelessness emerge as increased service demand and
costs in other public systems such as child welfare, schools, hospitals, and justice systems.

To help combat homelessness, please provide full and robust funding for HUD’s homeless
programs authorized by the Homeless Emergency Assistance and Rapid Transition to Housing
Act of 2009 (HEARTH). The HEARTH Act streamlined and consplidated multiple competitive
fonding streams into one unified program. Full funding for HEARTH will continue the cost-
cffcctive progress we have made in reducing chronic homelessness through investments in
permanent, supportive housing. In addition, HEARTH provided new opportunities and flexibility
for communities to help families facing hard times avoid or quickly escape homelessness and to
develop solutions to rural homelessness. Full funding for the Emergency Selutions Grants (ESG)
component of HEARTH Act will help communities continue the successful homelessness
prevention efforts begun under the temporary Homeless Prevention and Rapid Re-Tlousing
program, which helped over 1.4 million Americans escape homelessness during the Great
Recession, The President’s FY 2016 budget request includes $2.5 billion to renew existing HUD
homeless assistance and to ereate additional housing opportunities to prevent or end
homelessness for over 40,000 homeless individuals and families.

Housing for Special Populations
We urge you fo provide full funding for housing programs serving our nation’s seniors, persons
with disabilities, and persons with AIDS in the FY 2016 Budget Résolution. Much of this
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housing comes with accessibility features or access to services thatare difficult to {ind on the
private market and help people with disabilities or the elderly live in integrated community
settings rather than in more expensive institutions. The Section 202 program creates and
maintains affordable housing for the elderly. There are 10 seniors waiting for every available
housing unit. As the senior population grows, we must ensure that more seniors can find suitable
living arrangements.  Please provide full funding for these activities for FY 2016.

The Section 81 1 program creates critical affordable housing for petsons with disabilities, Low
income people with disabilities have great difficalty in tinding and paying for suitable affordable
housing with access lo appropriate features and services. The natidnal average rent is higher
than the average SSI payment, 5o a person receiving SSI benefits is unable to afford housing
without substantial additional income. Over 1.3 miilion very low-income, non-clderly persons
with disabilities pay over half of their incomes for housing, and hundreds of thousands more are
living in more restrictive, institutional environments than they would choose or are living with an
aging caregiver. In 2010, Congress enacted bipartisan legislation modernizing the program with
new tools for development and making Section 811 funds work mare effectively with other
funding sources. The President’s FY 2016 budget requests $177 million to renew 21,000 unils of
Section 811 assistance and create 700 new housing opportunities for persons with disabilities.

The Housing Assistance for Persons with AIDS (HOPWA) program provides critical housing
suppart for citizens living with AIDS. Approximately half of the 1.2 million people living with
HIV/AIDS need some form of housing assistance. A growing body of research suggests that
stable housing provides affected persons with both better health outcomes and reductions in risky
behaviors. [ urge you to continue our national commitment to HOPWA for FY 2016.

Rural Housing Programs

The housing programs of USDA’s Rural Housing Service support homeownership, rental
housing development, and affordable housing efforts in rural communities across the nation. The
Section 502 and Section 538 loan programs provide access to affordable mortgage credit for
creditworthy homeowners and rental housing in rural communities; RHS programs, including
Section 515 rural rental loans, the Multi-Family Housing Revitalization Demonstration Program,
and Section 521 Rental Assistance program are also critical to preserving affordable rental
housing and protecting low-income tenants in rural areas. For example, the Section 521 rural
Rental Assistance program ensures rental affordability for over 250,000 low income families in
rural communities. Please provide robust funding for RHS activities in the FY 2016 Budget
Resolution.

C ity Development .

The FY 2016 budget must continue to assist our state, local and tribal government partners to
make critical housing, community, and economic development investments in the coming year.
We urge you to provide robust funding for NeighborWorks and HUD community development
programs in your F'Y 2016 Budget Resolution. The Neighborhood Reinvestment Corporation
{(NeighborWorks America) provides financial and programmatic support for a network of 245
NeighhorWorks organizations across the country to further their work in housing rehabilitation,
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housing counseling, and broader community-based development efforts. NeighborWorks
estimates that its $182 million request for FY 2016 will enable the brganization and its network
to support a range of housing and community development activiti¢s, including: supporting and
maintaining over 31,000 jobs, operating 123,000 units of affordable rental housing, providing
fmancial and housing counseling to 110,000 people, and providing training for community
development organizations across the country. :

The Community Development Block Grant (CDBG) program helps States, localities, and tribes
to meet their urgent housing and community development needs through investments in
infrastructure, job creation, blight elimination, housing, and addressing poverty. In the last
decade, CDBG has rehabilitated more than 1.4 million homes for low- and moderate-income
homeowners and tenters. Since 2005, CDBG provided assistance fo help create or retain over
353,237 jobs. Indian Comnmmity Development Block Grants are an important source of funding
for critically-needed housing and infrastracture development in Indian Country, These funds
make long-term improvements in our cities and rural and tribal communities across the country
while supporting families and saving and creating jobs. Please provide at least $3.1 billion to
maintain cutrent services in the CDBG program.

HOME Investment Parinerships Program

Since its inception, the HOME program has provided nearly 1.2 million units of affordable
housing for low-income Americans. HOME leverages over §4 forievery dollar appropriated,
often providing critical gap funds that enable Low Income Housing Tax Credit and other
affordable housing development developments to move forward. In recent years, Congress and
HUD have taken steps to improve program administration and accountability. Given the
importance of these funds 1o alfordable housing production and théir successful use in so many
communities, please continue to support the HOME program in th¢ FY 2016 Budget Resolution.

Native American Housing Assistance

Native American communities face ongoing challenges stemming from high unemployment and
poverty, unigue difficulties in financing housing and community ihprovements, and economic
development needs. Many of these communities suffer from a severe shortage of decent quality,
affordable housing and homeownership opportunities, HUD offerg both grants and loan
guarantee programs to provide necessary capital and liquidity to create and improve housing in
Indian Country. Funding for the Indian Housing Block Grant helps alleviate the lack of
adequate housing in these communities and maintains existing housing resources. Please
provide sufficient funding to fulfill our treaty and trust responsibilities to these communities in
the FY 2016 Budget Resolution.

Safe and Healthy Homes

1 also request your strong support for HUD’s Office of Healthy Homes and Lead Hazard Control
programs, which combat lead poisoning and othet unhealthy housing conditions. Approximately
240,000 children under the age of six have blood lead levels high enough to cause trreversible
neurological damage and learning disabilities. In addition to reduging the human costs of lead
exposure, expenditures to prevent lead poisoning are cost-effective. For every $1 spent to reduce
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home lead hazards, there is a benefit of at least $17. Please continue to support these important
programs in FY 2016.

Choice Neighborhoods Initiative

The Choice Neighborhoods Initiative (CNI) seeks to build on the léssons leamned thus far from
HUD’s HOPE VI housing revitalization program by transforming neighborhoods of concentrated
poverty through improvements in blighted public and HUD-assisted housing. CNI grantees
develop comprehensive neighborhood plans addressing schools, economic develcpment, public
safety and other needs in addition to revitalization of federally-supported housing. These efforts
will improve neighborhoods and provide greater opportunities fo résidents while creating jobs.
According to HUD, grantees awarded funds in 2010 through 2013 }everaged $2.65 billion in
funds from private investors, banks, cities, universities, foundations, and other local partners.
For every $1 in Choice Neighborhoods implementation grants, an additional $7.50 is leveraged
in the community.

Fair Housing

We urge you to fully fund fair housing activities at HUD. The Natjonai Fair Housing Alliance
estimates that 4 million people are victims of discrimination on the basis of race, national origin,
religion, familial status, or disability each year. Itis critical that HUD and private fair housing
organizations around the country have the resources they need to adequately educate and assist
people and to enforce the Fair Housing Act.

Community Development Financial Institutions (CDFD) Fund

We ask you to support strong funding for CDFI Fund programs in the FY 2016 Budget
Resolution. The President’s FY 2016 budget proposal requests $234 million for the CDFI Fund,
consistent with the CBQ baseline estimate for FY 2016. The CDF] Fund was established to
serve the nation's most economically distressed communities by providing capital, credit, and
other financial services that are typically unavailable from mainstream financial institutions.
Within the CDFI program, the Native American CDFI Assistance program has been instramentat
in helping fund effective organizations that address the economic development needs of these
underserved and distressed communities. The loans and investments made by CDFIs have
leveraged billions of dollars from the private sector in development activities in financially
underserved and low-wealth communities. Demand for CDF] funding has grown and far
surpasses amounts available. We urge the Budget Committee to continue to support this
important program.

Flood Insurance

We request that the FY 2016 Budgat Resolution support the President’s requested discretionary
funding levels for the National Flood Insurance Program. The requested funding is vitai to fulfill
recently-enacted Congressional mandates including improved flooflplain mapping, community
engagement, and establishment of a Flood Insurance Advocate and to provide appropriate
administrative support and oversight for the National Flood Insurance Program.
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Flooding presents a real threat to the lives and property of Americans. In addition, catastrophic
flooding presents a challenge to all taxpayers, as the nation seeks to help victims recover and
repair critical infrastructure. Adequately updated flood maps are ¢ritical to the ability of
famities and communities to accurately assess their flood risks and take steps to mitigate them to
avoid future damages. In 2012, Congress directed the Federal Emergency Management Agency
to undertake a comprehensive effort to improve the quality and aceuracy of its flood maps and
established an expert Technical Mapping Advisory Council to advise FEMA’s efforts. Congress
also authorized up to $400 million per year to make such improvemernts. This increase in quality
and funding is critical to the National Flood Insurance Program, local community planning and
emergency management efforts, and millions of Americans who need to know if they are in
harm's way. ¢

Public Transportation

Robust federal support for public transportation is an essential component of efforts to improve
the nation’s infrastructure, enhance individual mobility for work and personal travel and reduce
traffic congestion. Demand for public transportation has reached record levels. In 2013,
Americans took 10.7 billion trips on public transit, the highest ridership level in 57 years; and the
demand for transit service will grow further as the economy contirues to recover. 60 percent of
the trips taken on public transportation are for work commutes, and transit provides crucial
access 10 jobs forlow-income workers. Demand for public transportation will also increase as
the nation’s senior population expands and more seniors utilize transit services for their daity
travels and sccess to medical care. '

The “Moving Ahead for Progress in the 21st Century Act” or “MAP-21” authorized federal
surface transportation programs, including public transportation programs, for FY 2013 and FY
2014. The law has been extended until May 31, providing a partial authorization for FY 2015,
The Banking Committe¢ will soon begin drafting legislation to reauthorize Federal Transit
Administration (FTA) programs, and we request that the FY 16 Budget Resolutton create a
reserve fund to accommodate potential increases in transit investment under the Mass Transit
Account of the Federal Highway Trust Fund in a reauthorization bill.

We hope the FY2016 Budget Resolution also supports increased [unding for transit programs
that receive annually appropriated discretionary funds. The Sec. 5309 “Fixed Guideway Capital
Investment Grants” program, also known as the “New Starts and Small Starts™ program, supports
multi-vear grant agreements for critical transit construction projects. The President’s FY2016
Budget Request proposes $2.746 billtion for current grant agreements and to begin construction
with new grant agreements for favorably rated projects. We also urge the Budget Committee to
also support the authorized levels of funding for the Technical Assistance and Standards
Development (Sec. 5314) program, the Human Resources and Training program (Sec. 5322) and
the Transit Cooperative Research Program (Sec. 5313). These programs, which MAP-21
restructured, are modest in size but yield significant benefits that far exceed their cost by
assisting grant recipients to improve the delivery of public transportation projects and services.
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We know that you will face difficuit choices as you seek to put our nation on a fiscally
responsible path that permits ongoing investment in key initiatives that will promote economic
growth and the well-being of our citizens. We strongly believe that adequate funding for
financial regulation, housing and community development programs, and public transportation
will help strengthen our economic recovery and build a stronger, more prosperous future. Thank
you for your consideration of these views.

Sincerely,

Sherrod Brown
Ranking Member



94

Wnited Dtates Senate

COMMITTEE ON COMMERCE, SCIENCE,
AND TRANSPORTATION

WASHINGTON, DC 205106126

Wensite. hiip/commaerca senate gov

February 27, 2015

The Honorable Michael B. Enzi, Chairman

The Honorable Bernard Sanders, Ranking Member
U.S. Senate Budget Committee

624 Dirksen Senate Office Building

Washington, DC 20510

Dear Chairman Enzi and Ranking Member Sanders:

This letter provides the views of the Senate Committee on Commerce, Science, and
Transportation regarding the fiscal year (FY) 2016 Budget Resolution. These views are provided
in response to your January 27, 2015 letter. Thank you for this opportunity to provide these
views and recommendations regarding the FY 2016 budget resolution process.

Where applicable, this letter seeks to contrast our views and estimates with President Obama’s
FY 2016 Budget Request while noting certain Committee priorities. As you know, the
Commerce Committee has a broad jurisdiction covering several departments and agencies.
Indeed, there are four committees in the House of Representatives with whom we share
jurisdiction over departments and agencies. Where possible, this letter reflects areas of
agreement with our House counterparts by mirroring certain related views and estimates. Given
the Commerce Committee’s reach, many, but not all, agencies within the Committee’s
jurisdiction are reflected in this letter.

t o tion (DOT
The FY 2016 budget request for the DOT proposes a six-year, $478 billion, surface
transportation reauthorization bill and the second iteration of the Administrations” GROW
America Act proposal. As part of its GROW America proposal, the Administration would
increase passenger rail funding by over $3.3 billion, including $1.3 billion in high-speed rail
funding, and it would move all passenger rail accounts—totaling over a proposed $4.7 billion—
to be funded by the newly designated Transportation Trust Fund. Given major issues with
generating revenue to adequately fund existing programs under the Highway Trust Fund, the
Committee has concerns with taking more than $4.7 billion from the Fund. In addition, given
concerns with the DOT’s management of the high-speed rail grant process under the 2009
stimulus, the Committee has significant concerns with the proposal to substantially increase such
funds.
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Notwithstanding our differences with the President’s GROW America proposal, the Commitice
is committed to doing its part to enact a multivear surface transportation reauthorization. To
facilitate this effort, the Committee requesis a deficit-neutral reserve fund for transportation in
the upcoming budget resolution to ensure that current funding levels can be maintained.

The DOT FY 2016 budget request also proposes $4 million for the Office of the Secretary to
create an Interagency Infrastructure Permitting Improvement Center, which would implement
reforms for the permitting of major infrastructure projects, deploy technology tools to track
project schedules and metrics, and improve the transparency and accountability of the permitting
process. This proposed investment is promising. The World Bank has ranked the United States
a5 41% in the world for dealing with constriction permits, one of the metrics in its “ease of doing
business” index. As identified in a recent Administration report, the accumulation of “legal and
regulatory requirements over time has resulted in more than 35 distinct permitting and review
responsibilities across more than 18 Federal agencies and bureaus, implemented by staff at
headquarters and hundreds of regional and field offices.” The permitting process has insufficient
coordination, transparency, and deadlines, resulting in project delays lasting years, which the
creation of an Interagency Infrastructure Permitting Improvement Center will hopefully address.

While not directly budget related, the Committee will also be closely examining ongoing DOT
activities with significant economic implications for the nation. Among other things, the
Committee plans to monitor and encourage needed improvements to safety that avoid regulatory
overreach. For example, the Committee encourages DOT to take a thoughtful approach to
improving the safety of crude oil transponation. DOT should promulgate the necessary and
appropriate standards to increase the puncture resistance and thermal protection of legacy DOT-
111 tank cars in crude oil service, but it must avoid regulatory overreach that introduces
unintended consequences, such as degraded rail system fluidity or new safety risks. First, DOT
must set an attainable retrofit schedule that does not cause a tank car shortage, disrupting our
nation’s energy supply chain, creating new risks from additional truck (ransportation, and
crowding out other necessary tank car safety and maintenance repairs. Second, DOT must
carefully evaluate the extent 1o which a requirement for electronically-pneumatic brakes would
stow down the retrofit effort and introduce new operational constraints, without producing
necessary safety benefits refative o other advanced braking systems. Finally, DOT must
appropriately scope the rulemaking based on risk, giving due consideration to differences in risk
across both commodities and existing tank cars.

The Committee remains concemed with the development of a new Safety Fitness Determination
rule. The budget proposal indicates that the Federal Motor Carrier Safety Administration
(FMCSA) expects a 300 percent increase over the current number of motor carriers who are
identified as unsatisfactory using data contained in the agency’s Safety Measurement System
(SMS) database. Criticisms from both the Inspector General and the Government Accountability
Office (GAO) highlight challenges with the data quality and use in the SMS system. The agency
should earefully review the data quality and improve merrics before the information is used in a
manner that could shut down companies.
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Federal Aviation Administration (FAA)

The aviation industry is a vital part of the United States’ economy, contributing more than five
percent, or roughly $1.5 trillion, to our nation’s gross domestic product and supporting 11.8
million jobs. Given this industry’s contribution, it is critical that we maintain and improve the
nation’s aviation system to grow our economy and encourage private sector job creation in a
cost-effective, streamlined, and efficient manner.

The Federal Aviation Administration (FAA) Modernization and Reform Act of 2012 (P.L, 112~
92) extended the authorities of the agency and the Airport and Airway Trust Fund (Trust Fund)
through the end of fiscal year (FY) 2015. This year, the Commerce Commiittee will conduct
exlensive oversight hearings on aviation related issues as it seeks to reauthorize the FAA and the
supporting Trust Fund. Air travel has rebounded to 739 million passengers annually in the U.S.
and is projected to exceed one billion in 2024. Given this projected growth in air travel, it is
vita] that air traffic control modemization efforts and improvements in aviation system capacity,
security and safety are achieved in a timely and cost-efficient manner that is mindtul of taxpayer
dollars and the health of the Trust Fund.

The FY 2016 budget request for the FAA is $15.836 billion, a decrease of $1.5 million from the
enacted FY 2015 level of $15.847 billion. The FAA budget is broken out into four accounts:
£9.915 billion for Operations; $2.835 billion for Facilities & Equipment (F&E); $166 million for
Research, Engineering and Development; and §2.9 billion for the Airport Improvement Program
{(AIP). While the total budget request for FY 2016 is somewhat lower than FY 2015 funding, the
Committee is concerned that the FY 2016 budget request assumes cuts to AIP that rely on
increases to Passenger Facility Charges (PFCs) that, though proposed in many previous budget
submissions, have not been adopted by Congress. Given an assumption of even flat AIP
funding, the proposal would actually reflect a roughly $16.2 billion, or a 2.5 percent, increase
over FY 2015 levels. The biggest single proposed increase is in the F&E account, almost a 10
percent increase, whese the FAA has had the most trouble delivering on the benefits of its Next
Generation Air Transportation System (Next Gen).

NextGen is a multibitlion-doitar transportation infrastructure project aimed at modernizing our
nation’s aging air traffic system. Next(Gen's goal is to expand national airspace system capacity
to meet future demand, The President’s budget requests $2.86 biltion to fund the FAA’s F&E
account. Of this amount, $845 million is for NextGen capital-related investments, an increase of
$53 million above FY 2015 enacted tevels. The remaining $2 billion is designated for legacy
areas to sustain current systems. The research, engingering and development request includes
$61 million for NextGen, and the operations request includes $51 million for NexiGen.

Since 2003, when legistation initiated NextGen, the DOT Office of Inspector General (OIG) has
reported on “longstanding management chatlenges and barriers that have limited FAA’s progress
in defivering NextGen capabilities, such as the Agency’s inability to set realistic plans, budgets,
and expecrations, and clearly identify benefits for stakeholders.” There is ongoing concern that
the FAA will not be able to deliver the promised benefits of NextGen by 2025. The OIG
continues to maintain significant involvement, examining funding sources and budgetary
challenges. As part of the reanthorization process, the Committee will work to address the
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FAA’s insufficient progress on NextGen, which if not addressed, will lead to major delays and
cost overruns,

The FY 2016 budget request notably does not include the previousty proposed $100 Air Traffic
Control (ATC) user fee that had been a controversial provision in the past several budgets. The
Administration had previously requested ramping up user fees to offset the general fund
contribution in the out year budgets, The Committee is pleased to see this proposal, which had
threatened General Aviation in the United States, dropped from this year’s request. While the
user fee provision has been omitted for FY 2016, the Administration continues to push its
proposal to change and lengthen business aircraft depreciation schedules from five years to seven
years, which could harm sales of aireraft, and the men and women who build them.

The Committee is pleased to see funding for FAA's program to develop, test and standardize an
alternative unleaded replacement fuel for the majority of the General Aviation fleet by 2018
included in the budget request.

The Committee emphasizes that the primary purpose of the Trust Fund is to meet the capital
needs of the aviation system, For FY 20186, the President’s Budget Request seeks a $2.9 billion
limitation for AIP, a decrease of $430 million from the FY 2015 enacted {evel. The proposed
budget seeks to eliminate passenger and cargo entitlement funding for large hub airports and
focus AIP grants on investment projects at smaller commercial and general aviation airports. In
order to offset the proposed decrease in airport grant funding, the request seeks to replace AIP
with locally generated revenue by increasing the limit for PFCs from $4.50 to $8.00 per
enplanement. The Committee remains skeptical that it is appropriate 1o prejudge congressional
action on the PFC as part of AIP funding levels. Since the budget proposal would drop overalt
AIP funding levels befow $3.2 biliion, formula funding for small and general aviation airports
would be threatencd.

Further, the FAA Modernization and Reform Act of 2012 instructed the FAA to develop a
comprehensive plan to safely integrate Ummanned Aireraft Systems (UAS) operations into the
NAS within approximately a year of enactment of the law. The FAA finally released a Notice of
Proposed Rulemakimg (NPRM), on February 15, 2015, for small UAS (under 55 pounds). As
part of the Committee’s consideration of FAA reauthorization, we will examine UAS integration
issues, as well as set authorization levels for FAA programs over the next several years.

National Highway Traffic Safety Administration (NHTSA)

The President’s budget proposes that NHTSA vehicle safety programs be funded out of a
Transportation Trust Fund, rather than from general funds as they have traditionaily been funded.
This shift would place NHTSA safety programs in direct competition with highway trust fund
projects.

The President’s budget does not contain a clear vision for improving NHTSA’s defect detection
and investigation activities. Although the President’s budget contemplates a significant increase
of funding for the agency’s Office of Defects Investigation, it does not provide a specific plan for
improving the capabilities and efficiencies of the office. It also proposes a significant increase in
staff, including for the Office of Defects Investigations, despite the agency not yet having
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completed its ongoing workforce assessment, which was initially recommended by the DOT
OIG more than 3 years ago.

The President’s budget also proposes to provide funding for highway safety grants under Section
405 at a higher level than Section 402, despite the preferred flexibility afforded to states in the
latter.

Surface Transportation Board’s (STB)

The Committee is supportive of the STB’s FY 2016 budget request of $34.8 million. The service
delays that were felt by many shippers throughout the country, but especially in the Midwest, last
winter (2013-2014) reinforced the importance of a reliable freight rail network. The STB played
an integral part in working with the freight raiiroads and shippers to highlight the problem, find
solutions, and provide transparent information. However, even with the work the STB has done,
there are improvements that can be made at the STB to ensure the Board is more efficient and its
processes are more affordable to those seeking refief. The Committee plans to work on this
issue, through a Surface Transportation Board Reauthorization, this year.

Department of Homeland Security {DHS)

United States Coast Guard

The FY 2016 budget proposal for the Coast Guard would continue the agency’s efforts to
recapitalize its fleet of cutters, boats, and aircraft, as well as key systemns and inlrastructure. The
request also supports each of the Coast Guard’s 11 statutory missions in support of DHS and
other national priorities.

The Committee supports the $200 miltion proposed in the budget request that will fund the
recapitalization, modernization, and sustainment of the Coast Guard’s fieet of aging aircrafl.
This includes the stand-up of the Coast Guard’s first operational C-271] air station, its logistics
support, and development of associated training systems.

Unfortunately, the President’s FY 2(16 budget request for the Coast (uard fails to dedicate
funding for offshore patrol cistters. These vessels are necessary to replace the aging fleet of
medium endurance culters, which are the workhorses for migrant and drug interdiction missions
and are strongly supported by the Committee.

Transpottation Security Administration (TSA)

The President’s FY 16 budget request for TSA is §7.3 billion, a $73.5 million decrease from the
Y14 enacted level. Of the request, $2.14 biltion would be offset by collections for passenger
security fees. As part of DHS, TSA has been operating on a continuing resolution of FY'14
appropriation levels through February 27, 2015. TSA continues to focus on a multi-layered,
risk-based security (RBS) approach to inprove transportation security and enhance operational
efficiency and effectiveness.

The majority of the President’s request supports 51,754 positions {47,367 FTE) and
approximalely $5.6 billion in gross discretionary appropriated funding for aviation security. This
total inctudes a decrease of $119 million and 1,748 FTE as a result of workforce savings related
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to RBS efficiencies. The Committee supports these efficiencies, but will continue to evaluate
RBS expedited screening measures, which have not been specifically authorized by Congress
and which include guestioned elements of TSA Prev/™ vetting and screening processes, the
planned expansion of TSA Prev/ ™ passenger enrollment via private companies, and “Managed
Inclusion.” The Committee intends to give particular attention to the security effectiveness of
Managed Inclusion, which TSA uses to boost the number of passengers who experience
expedited screening.

The President’s request includes $166.93 million for the Screening Partnership Program (SPP),
an $8.7 million increase from the FY 14 enacted level. SPP enables airport operators a local
choice to privately contract for passenger screening operations. The Committee supports the
expansion of private screening operations and increased funding for SPP, but remains concerned
that TSA’s methods for calculating cost comparisons between TSA and private screeners make it
difficult to attract and re-compete SPP vendor contracts.

The President’s request also supports approximately $711 million in lhe Aviation Security
Capital Fund, EDS Procurement and Installation, Screening Technology Maintenance, and
Checkpoint Support PPAs for the purchase, installation, and maintenance of passenger and
baggage screening technologies, including new Advanced Imaging Technology (AIT) units to be
purchased with carryover funding from previous budget years. While RBS initiatives have
reduced AIT Full Operational Capability, the Committee is concerned about TSA’s delayed
testing and deployment of next generation AIT-2 machines, and believes TSA should develop a
better schedule to procure future generations of security technologies in closer partnership with
security technology manufacturers and other stakeholders. The Committee will continue to
conducet oversight of TSA’s acquisition policies and procedures as the agency implements the
plansting and transparency requircments in the Transportation Security Acquisition Reform Act,
signed into Jaw 1n December 2014.

Among the President’s TSA budpet highlights, the Committee supports in particular increased
funding to 1ift a multi-year hiring freeze at the Federal Air Marshal Service (FAMS), and
remediation efforts to cnhance cybersecurity and protect critical network infrastructure. The
Committee is, however, deeply troubled about recent media reports of misconduct at FAMS
arnong swort and commissioned law enforcement officers, and the Committee will be
scrutinizing the conduct and culture of the FAMS through its oversight activities.

Finally, separately from the FY 2016 President’s Budpet, TSA plans to submit two fee proposals
that would increase the Aviation Passenger Security Fee from $5.60 per one-way trip to $6.00
per one-way trip beginning in FY 2016, and would reinstate the Air Carrier Fee beginning in FY
2017. These additional fee collections would generate an estimated $194.6 million for the
general fund for deficit reduction in FY 2016, and would begin to provide discretionary offsets
for aviation security starting in FY 2017, The Committes does not presently support these
further fee increases, which come on the heels of the increase mandated in the Bipartisan Budget
Act of 2013 that diverted aviation security fee revenues to pay for deficit reduction.
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Department of Commerce

National Institute of Standards and Technology (NIST)

The President’s FY 16 budget request for NIST is $1.12 billion, an increase of $255.8 million
(29.6%) from FY15 enacted levels, The request for NIST's Scientific and Technical Research
Services (STRS) account is $754.7 million, an increase of nearly $80 million (12%) over FY15.
The Committee supports in particular the following selected STRS priority areas highlighted by
the President: materials genome initiative; disaster resilient buildings and infrastructure;
advanced communications; cryptographic capabilities; advanced sensing for manufacturing;
cyher physical systems; biomanufacturing/engineered biology; and technology transfer.

The President’s request for NIST’s Construction of Research Facilities (CRF) is $59 million, an
inerease of nearly $9 million (17%) from FY 1S enacted levels to fund the next phase of planned
multivear renovations. The request for NIST's Industrial Technology Services (IT8) is $306
million, an increase over $167 million (122%) from FY 15 enacted levels. This increase is
primarily due to a new $150 million line item for the Network for Manufacturing Innovation
(NNMI), and includes $141 million for NIST’s Manufacturing Extension Parinership (MEP)
program, an increase of $8 million {8%), and $15 million for the Advanced Manufacturing
Technology (AMTech) program, an increase of over $6 million (85%). The Administration is
also proposing to transition the NNMI from a discretionary account to a one-time $1.93 billion
mandatory appropriation to be executed over FY 2017 to FY 2024 to complete a network of 45
Institutes for Manufacturing Innovation {IMls).

The Committee disagrees with the Administration’s approach to implementing the NNMI
because it igrores the direction of Congress in the Revitalize American Manufacturing and
Innovation Act (RAMI), signed into law in December 2014. RAMI authorized NIST to use no
more than $5 million annually for 10 years to administer the NNMI program, and authorized the
transfer of $250 million over 10 years from DOE’s Energy Efficiency and Renewable Energy
account to NIST to pay for the NNMI. Unlike the President’s request, this approach uses
existing funding accounts, does not authorize ncw mandatory funding, and does not envision
dozens of different IMIs.

Since Congress has not reauthorized NIST since the America COMPETES Act of 2010 expired
in September 2013, the Committee recommends total agency funding levels in line with
proportionate caps under the Bipartisan Budget Act. The Committee plans to develop legislatior
in 2015 to reauthorize and set funding levels for NIST.

National Telecommunications and Information Administration (NTIA)

Pursuant to the 2015 Consolidated and Further Continuing Appropriations Act, NT1A currently
is operating under a budget of $38.2 million for the remainder of FY 2015. The Committee will
consider the NTIA funding as part of the Committee’s continuing oversight of the

NTIA. Notably, NTIA is currently in the midst of a process to determine whether the U.S.
government can transfer oversight of the Internet Assigned Numbers Authority, The
Consolidated and Further Continuing Appropriations Act contained a funds Jimitation that
prevents NTIA from transferring this oversight role through the end of FY 2015.
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Additionally, NTIA is responsible for administering spectrum allocated for govemment use.
Following the passage of the Middle Class Tax Relief and Job Creation Act of 2012, NTIA was
tasked with working to facilitate the plans for relocating government incumbents from the 1.7
(GHz band 1o make the spectrum available for commercial auction. With strong bipartisan
participation, NTIA successfully coordinated the many government interests. This effort
culminated in a record-setting FCC auction, which raised more than $44 billion — enough to
fully fund the national first responder network, FirstNet, and the other obligations of the Public
Safety Trust Fund. The Committee will continue to examine the role of NTIA in spectrum
management with a focus on producing continued results for both government users and the
econgmy.

National Oceanic and Atmospheric Administration (NOAA)
The President’s FY 2016 Budget Request for NOAA proposes a discretionary budget of $5.9
billion, aa increase of $534 million above NOAA’s FY 2015 enacted level.

Notably, the FY 2016 budget request includes $2.4 billion for the National Environmental
Satelite, Data, and Information Service (NESDIS), which primarily funds the Joint Polar
Satellite System (JPSS) and the Geostationary Operational Environmental Satellites (GOES)
acquisition progtams. The Committee has serious concerns that the budget for this satellite
portfolio continues to increase unsustainably and will explore options for greater efficiencies.

The Commitiee does supports the $6 million increase within the Office of Oceanic and
Atmospheric Research for the Regional Integrated Sciences and Assessments program that will
foster eontinued collaboration of NOAA’s regional information systems to include the National
Integrated Drought Information System (NIDIS). NIDIS has a strong history of providing sound
drought outlooks in a manner that facilitates cooperation among NOAA, the states, universities,
and stekeholders, and its reauthorization was supported by the Committee in the National
Integrated Drought Information System Reauthorization Act of 2014, which became law in
March 2014.

Independent Agencies

National Aeronautics and Space Adminisiration {NASA4)

The National Aeronautics and Space Administration is our nation’s civilian space and
aeronautics research and development agency. Within the top line budget, it is critical that
NASA refocus its funding to align with the agency's core mission priorities related to expanding
human space exploration, acronautics, and related research areas. The FY 2016 budget request
for NASA is $18.53 billion, an increase of $519 million, or 2.9 percent, compared to $18.01
billian in FY 2015 appropriations. The Committee is concerned that the proposed 2.9 percent
increase fur NASA may not be realistic within caps on discretionary spending in current law.

Since the end of the Space Shuitle Program in 2011, the U.S. has relied on the Russians for
transportation of American astronauts to and from the International Space Station (1SS).
However, according to the NASA Inspector General, NASA is paying Russia over $2.1 billion to
transport 36 NASA astronauts and international partners to and from the ISS between 2012 and
2017, a high cost with strategic implications.
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The Comnmittee notes the robust allocation of $1.24 billion for NASA’s Commercial Crew
Program, an increase of $438 million. At the same lime, however, the request proposes to fund
the Space Launch System vehicle development at $1.35 billion, a decrease of 3343 mullion, and
reduce funding for the Orion crew capsule to $1.09 billion, a decrease of $97 million from
FY2015 funding levels.

The FY 2016 overall budget request for Science is $5.28 billion, an increase of $43 million.
However, the Committee is concerned that the Science budget appears to allocate significant
funding increases for scientific research that may be redundant with the activities being
undertaken at other agencies and may reduce the availability of funds for research related to the
traditional sciences, aeronauties and space exploration.

National Science Foundation (NSF)

The President’s T'Y 2016 budget request for NSF is $7.724 billion, an increase of 5.2 percent or
$379.34 million over the FY 2015 enacted tevel. The budget for NSF is divided into three major
accounts: Research and Related Activities (RRA), Education and Human Resources (EHR), and
Major Research Equipment and Facilities Construction (MREFC). It also includes funding
requests for Agency Operations and Award Management, the National Science Board (NSB),
and the Office of Inspector General (OIG).

The Committee supports in particular the following selected new and ongoing NSF priorities:
investments as part of the Administration’s Brain Research through Advancing Innovation and
Neurotechnologies (BRAIN) Initiative; improving the predictability, risk assessment, and
resilience to extreme natural and manmade events; cyber-enabled materials, manufacturing, and
smart systems; the Cyberinfrastructure Framework for 215t Century Science, Engineering, and
Education program; the Innovation Corps program to commercialize rescarch results; and the
Secure and Trustworthy Cyberspace program.

The President’s request also highlights its plan to invest $200.3 million in major research
equipment and facilities construction (MREFC), which includes ongoing funding for
construction of the Inouye Solar Tclescope, the Large Synoptic Survey Telescope, and the
National Ecological Observatory Network (NEON). The Committee is concerned about NSF’s
financial management of its large facility projects like these, many of which are funded through
the MREFC account. According to information provided to the Committee by the NSF Inspector
General, NSF approved proposed budgets for four major projects totaling more than $1.4 billion,
although the agency lacked sufficient information to ensure that the budgets approved under the
agreements represented the basis for a fair and reasonable cost billed to taxpayers.

To date, NSF has not properly accounted for facility budgets and costs, including comprehensive
and accurate information pertaining 1o the construction and operation of facilities. The
Committee believes that NSF must ensure that all such expenditures are fair and reasonable to
protect funding for important core research grants and programs. As part of the Commitiee’s
oversight function, Chairman Thuse and Ranking Member Nelson sent a leiter to the NSF and
NSB in February 2015 requesting information refated to the financial management of large
facility cooperative agreements. Until the Conunittee is more conftdent NST can accurately
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account for large facilities’ construction and operation costs, the Committee does not support the
proposed MRFEC funding request.

The President’s budget request for core mission research areas, such as those in the
Mathematical and Physical Sciences, Engineering, Computer and Information Science and
Engincering, and Biology Directorates, does not include increases that are proportionate to some
of the other fields in the RRA account. The Committee believes the aforementioned research
areas yield important technological innovations and economic benefits, and should not be funded
with disproportionately lower increases as compared te the proposed funding for felds like the
Social, Behavioral, and Economic Sciences Directorate.

Although Congress has not reauthorized NSF since the America COMPETES Act of 2010,
which expired in September 2013, the Committee recommends total agency funding levels in
line with proportinnate caps under the Bipartisan Budget Act. The Committee plans to develop
legisiation in 2015 to reauthorize and set fimding fevels for NSF.

Federal Communications Commission (FCC)

Pursuant to the 2015 Consolidated and Further Continuing Appropriations Act, the FCC
currently is operating under an annualized budget of approximately $456 million, with $339
million coming from regulatory fees and $112 million coming from spectrum auction proceeds.

For FY 2016, the Commission is requesting an increase of approximately $80 million to its
budget. The increase is comprised of $48 million in new budget authority, a $25 million transfer
from the Universal Scrvice Fund to support oversight activities, and $9 million for auction
expenses to be recovered from auction proceeds. Additionally, the Commission has made a
number of ane-time budget requests, including $45 million for moving expenses related to the
expiration of the Commission’s office lease and nearly $12 million for IT expenditures,

The FCC has not been reauthorized since the early 1990s. As a result, the Commission’s budget
has grown over time without the benefit of legislative reform informed by the Committee’s
oversight of the FCC. In coordination with our counterparts in the House of Representatives, the
Committee intends to examine the Commission’s budget in detail over the next few months,
including embarking on a reanthorization and a review of the Commission’s expenditures.

Universal Scrvice Fund and Other Overlapping Subsidy Programs

The Universal Service Fund (USF or Fund) is an FCC administered program that historically has
subsidized telephone setvice. The USF is paid {or with surcharges on subscribers’ phone bills,
The USF currently costs telephone subscribers approximately $9 billion per year and consists of
four programs. The high~cost program, which subsidizes parts of the country that are expensive
10 serve, costs approximately $4.6 billion per year. The schools and libraries program, also
known as E-Rate, costs subscribers approximately $2.3 billion per year. This program is
expected to increase by $1.5 billion following recent FCC action. The low-income program,
designed to subsidize poorer households, costs approximately 32 biliion per year. The rural
healthcare program subsidizes tele-health programs and costs approximately S120 million per
year. Carriers pay into the fund to cover its quarterly costs and then pass the amounts they pay

10
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on to their subscribers, currently in the amount of approximately 17 percent of subscribers’
interstate long-distance bills.

Legistation signed into law in 2005 exempted the USF programs from the application of the
Anti-Deficiency Act (ADA) until December 31, 2006. Since then, Congress has continued to
shield the universal service programs from the ADA with a series of short term extensions of the
exemption. The most recent extension, adopted as part of the Consolidated and Further
Continuing Appropriations Act, lasts until Decemnber 31, 2016. As part of the Commitiee’s
efforts to reauthorize the Commission, the Committee intends to review whether the ADA
exemption should continue to be extended.

On February 26, 2015, the Commissicn voted to reclassify broadband Internet access services as
telecommunications services, subject to utility-style regulation under Title Il of the
Communications Act of 1934, Because the text of the Commission’s proposed rules is not yet
available, the impact of this decision on the LISF is not clear. However, section 254 of the
Cormnunications Act, which governs universal service, requires every provider of inlerstate
telecommunications services to contribute on an equitable and non-diseriminatory basis to the
fund. Previously, providers of broadband Internet access service were not required to contribute
to the Fund or to statc universal service funds. According fo the Progressive Policy Institute, the
Commission’s action could add as much as $11 bitlion to consumers’ bills in the form of federal
and state universal service fees being assessed on broadband services for the first time ever, and
due to other potential state and local taxes and fees.

Additionally, several programs overlap sighificantly with the USF. For example, the Rural
Utilities Service adrinisters several programs that offer similar coverage to the Fund. All such
programs should be reviewed and reconciled to minimize such redundancies and inefficiencies.

Spectrum

In the Middle Class Tax Relief and Job Creation Act of 2012, Congress extended the FCC’s
auction authority through 2022 and authorized the FCC to conduct voluntary incentive auctions
so that broadcast statians and other spectruin licensees could relinquish their licenses in
exchange for a portion of auction proceeds. The Congressional Budget Office (CBO) projected
that those provisions would generate $13 billion after paying licensees that exit the market,
compensating broadeasters that relocate in the process, and contributing $7 bitlion toward
construction of a nationwide public safety broadband network.

In late 2014 and early 2015, the FCC conducted one of the traditional auctions (non-incentive}
called for in the Middie Class Tax Relief and Job Creation Act. The auction contained licenses
for 50 MHz of paired spectrum and an additional 15 MHz of unpaired spectrum. This auction
alone surpassed CBO’s estimate for total auction revenues over the ten-year scoring window,
producing gross bids of nearly $45 billion. Despite this success, CBO estimates that spectrum
auctions will produce only an additional $18 billion in revenue during the remaining seven years
of FCC auction authority. That figure includes projected revenue from the auction of highly
sought-after low band spectrum in the broadcast television incentive auction, In light of recent
auction successes, the Committee will work to review practices across the Federal government to

1t
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accurately and consistently vatue spectrum and ensure that the benefit of its value is realized.

As in the past, the President’s Budget has proposed assessing a spectrum license user fee. We
agree that spectrum, as a valuable and scarce resource, should produce a retur on investment for
American taxpayers. However, imposing new spectrum fees, including on already allocated and
licensed spectrum, poses significant challenges, especially since spectrum license holders already
are charged license application fees and yearly regulatory fees. Ifspectrum fees were put in
place, prices for consumecr services may increase as companies transfer the higher operating
expenses onto their subscribers. The Committee therefore opposes this proposal.

Additionally, a February 28, 2012, Government Accountability Office (GAQ) report on
duplicative government activities (GAO-12-342SP) has concluded that spectrur management
“is fragmented between the Department of Commerce’s National Telecommunications and
Information Administration (NTIA) and the Federal Communications Commission (FCC)” ina
way “that could impact the nation’s ability to meet the growing demand for spectrum.” Indeed,
slow progress in repurposing spectrum inefficiently used by the Federal government that might
be better allocated toward the growing demand for commercial mobile broadband services, as
well as the increasing number of interference disputes arising between Federal and commercial
users, may be due, in part, to the division between the NTIA's management of Federal spectrum
use and the FCC’s management of commercial, State, and local spectrum use. GAO pointed in
particular *to a lack of transparency in their joint planning efforts”; a dearth of coordination in
some circumstances; the NTIA’s reliance “heavily on Federal agencies to self-evaluate and
determine their current and future spectrum needs, with limited oversight or emphasis on holistic
spectrum management to ensure that spectrum is being used efficiently across the federal
government”; and the fact that agencies do not pay for the spectrum they receive and do not have
sufficient incentives to use spectrum more efficiently.

Consumer Product Safety Commission (CPSC)

The President’s budget proposes a $129 mitlion budget [or the CPSC, which includes $5 million
for a Nanotechnology Research Center. The request identifies nanotechnology as an emerging
technology and consumer safety issue, and proposes the creation of 4 CPSC Center for
Consumer Product Applications and Safety Implications of Nanotechnology. Because this center
would be modeled on an existing National Science Foundation and EPA inieragency research
center, the Committee questions whether this would result in duplication of efforts. The proposal
raises additional concerns about accouniability and implementation, neither of which are
discussed in the proposal.

The CPSC continues its work on reducing the cost of third party testing requirements as required
by Public Law No. 112-28, enacted in 2011, The Committee has been frustrated with the three-
year delay of this provision meant to assist small business. However, the CPSC Chairman
recently directed staff to draft a notice of proposed rulemaking (NPR) in FY 2015 with a goal of
potentially issuing a final rule in FY 2016, On a bipartisan basis, CPSC Chairman Kaye and
Commissioner Mohorovic have also voiced a commitment to explore and pursue additional
burden reduction projects. These include determinations on additional heavy elements consistent
with the existing ASTM F963-11 toy standard, and recognition of compliance with
internationally recognized toy standards to be equivalent, from a safety perspective, to the
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ASTM F963-11 standard, if and when appropriate. These Commissioners also propose
exploration of a de minimus third party testing exemption for materials in children’s products
that do not exceed a certain threshold, provided that threshold would not cause any measureable
adverse health effects for children. It is the view of the Committee that any appropriated funds
for the CPSC take into consideration this statutorily required directive to pursue appropriate
burden reduction opportunities, which would greatly benefit small businesses by allowing them
to avoid unnecessary third party tests, while still assuring safety and compliance with applicable
statutory and regulatory requircments,

Separately, the Committee is concerned that federal agencies are not adequately securing their

own information systems and notes that the CPSC Inspector General has identified significant

shortfalls in the Commission’s information security practices and compliance with the Federal
Information Security Management Act. Any amount of funding to the CPSC for cybersecurity
should be focused to address those identificd issues.

Federal Trade Commission (FTC}

The President’s budget proposes a $309.2 million budget for the FTC, which includes a $14.2
million increase from the FY 2015 enacted level. As it has done in previous requests, the FY
2016 budget request would be offset by proposed increases to Hart-Scott-Rodino (HSR) filing
fees for each merger size, and the creation of a new merger fee category for mergers valued over
$1 billion. Tt also proposes indexing future increases to the annual percentage change in the
Gross National Product. However, the proposed budget contains no explanation for the higher
fees or proposed metrics. Absent additional justification, it is the Committee’s view that the
proposed HSR fec increascs would discourage economic growth and job creation without
offsetting benefits.

The budget proposes an increase of $8 million to FTC information technology operations for the
Commission’s information technology infrastructure. Improving cybersecurity across the federal
government has been a focus of this Committee, and the GAO has identified weaknesses in the
Commission’s information security practices. Any amount of funding for the FTC's IT
operations should address how the Commission will improve the cybersecurity of its own
systems.

In closing, I appreciate the work you are doing to prepare the FY 2016 Budget Resolution, and
stand ready to assist in your efforts.

Sincerely,

R

JOHN THUNE
Chairman
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The Honorable Mike Enzi, Chairman

The Honorable Bernie Sanders, Ranking Member
Senate Budget Committee

64 Dirksen Senate Office Building

Washington, DC 20510

Dear Chairman Enzi and Ranking Member Sanders,

This letter provides my views and estimates to the Committee on Budget on
matters within the jurisdiction of the Committee on Commerce, Science, and
Transportation regarding the fiscal year 2016 (FY 2016) Budget Resolution.

Department of Commerce
National Oceanic and Atmospheric Administration

From precise navigational charts to accurate weather forecasts, commerce relies
on a functional National Oceanic and Atmospheric Administration (NOAA).
Continued underfunding of the agency with direct responsibility for weather
prediction, climate observation, drought monitoring, federal fishery management,
and mapping threatens dire consequences. It is critical that the FY 2016 budget
provide the $6 billion recommended by the Administration for NOAA to fund
programs that support national scientific, economic, and social needs.

This year will mark ten years since Hurricane Katrina struck the Gulf coast; five
years since the Deepwater Horizon oilrig exploded in the Gulf of Mexico; and
three years since Superstorm Sandy made historic landfall on the Atlantic coast.
Millions of Americans are at risk from coastal hazards. The climate is changing
and will continue to do so. Coastal communities must have the resources to plan
and adapt for heightened risk. The National Ocean Service provides crucial
information and resources to make our oceans and coasts more resilient. The
National Environmental Satellite Data and Information Service provides the
environmental intelligence to support climate and weather observations.
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The National Weather Service translates complex data streams into usable
forecasts and warnings. These missions save lives and property.

Supporting sustainable fisheries and American jobs requires a significant
investment in fisheries science. The National Marine Fisheries Service data
collection, survey, and stock assessment functions have been greatly underfunded.
Increased investment in fisheries science is necessary.

NOAA needs both the capital assets and the workforce support to carry out
national priorities. NOAA requires $380 million in FY 2016 to initiate the follow-
on mission for polar-orbiting satellites, which provide up to 85 percent of the data
inputs to our namerical weather models. Vessels are as important to NOAA’s
oceanic mission as satellites are to its weather mission, yet without additional
investment, the NOAA ship flect will be cut in half by fiscal year 2028. Fleet
recapitalization must be a top priority. In FY 2016, $147 million is required to
construct an ocean survey vessel and to leverage currently available cost
efficiencies. Finally, recruitment backlogs and retention challenges undermine the
agency’s ability to fulfill its missions. The Administration has recommended an
increase in funding to address these problems. As such, | recommend an increase
in NOAA’s budget of approximately 10 percent over FY 2015 enacted levels, ora
total of $6 billion.

National Institute of Standards and Technology

The enacted FY 2015 funding for the National Institute of Standards at
Technology (NIST), which often works closely with the private sector to improve
voluntary standards and to conduct applied research, totaled $863.9 million. For
FY 2016, the President requested $1.1 billion, a nearly 30 percent increase.
NIST’s primary laboratory account funds research and much-needed advances in a
variety of fields. Increased funding would allow NIST to hire more
cryptographers, which is a recommendation from a 2014 report by NIST’s Visiting
Committee on Advanced Technology. Furthermore, funding increases for disaster
resilient buildings and infrastructure would help mitigate damage from
earthquakes, hutricanes, floods, fires, and other natural and man-made disasters. [
support increased funding in both of these areas.

Much of NIST’s increased funding (5150 million) detailed in the President’s
request would support NIST’s Industrial Technology Services, particularly the
National Network for Manufacturing Innovation (NNMI). This funding increase
would also support NIST’s re-competition of its Manufacturing Extension
Program (MEP) centers. In every state, MEP centers help small and medium-
sized manufacturers improve and compete globally. Re-competition will allow
NIST to rebalance its MEP funding portfolic and to better serve smaller



109

manufacturers. ] fully support the President’s requests for NNMI and MEP, both
of which are important to U.S. manufacturing.

Department of Homeland Security

U.S. Coast Guard

I recommend a minimum of $10.5 billion in funding for the United States Coast
Guard in FY 2016 in order to adequately cover the Service’s front-line operations,
preserve maritime incident prevention and response capabilities, and recapitalize
the Service’s timewom fleet of ships, boats, and aircrafts, as well as its crumbling
shore-side infrastructure. The Howard Coble Coast Guard and Maritime
Transportation Act of 2014 (P.L. 113-281) made many refinements to the Coast
Guard’s authorities in order to enhance its marine safety, maritime security,
environmental stewardship capabilities, and guality of life for families.

The Coast Guard is a highly respected, highly adaptive, multi-mission branch of
the Armed Forces that is routinely called upon to lead the Federal response to
large-scale maritime and coastal disasters, but I continue to have serious concerns
as to whether it is properly resourced to do all that the Nation asks of it. The
Service is responsible for no less than 11 diverse statutory missions, namely:
marine safety; search and rescue; maintaining aids to navigation throughout U.S,
navigable waters; fisheries law enforcement; marine environmental protection; ice
opetations; ports, waterways, and coastal security; drug interdiction; migrant
interdiction; defense readiness; and other law enforcement, including the
protection of our maritime boundaries and natural resources from illegal
operations by foreign vessels.

In 2014 alone the Coast Guard saved over 3,400 lives, seized over 140 metric tons
of illegal drugs bound for our coasts, interdicted nearly 3,600 undocumented
migrants attempting to illegally enter the U.S., inspected over 12,500 U.S. flagged
commercial vessels for safety and security compliance, and conducted over 19,700
waterborne patrols of critical maritime infrastructure. Continued investment in the
Coast Guard is essential in order to avoid grave operational gaps and meet mission
demands. As it stands, the current investment in and replacement of aging Coast
Guard assets cannot keep pace with the rate of ship decommissioning and aircraft
retirements. We need to replace failing legacy assets with new capabilities such as
the Offshore Patrol Cutter and the C-27. In short, I am concerned that the Service
has been making risky operational tradeoffs in recent years in order to adapt to the
current budget-constrained environment.
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Transporiation Security Administration

The Transportation Security Administration’s {TSA) budget represents our
commitment to securing the transportation system from evolving terror threats.
TSA fulfills the obligations established by Congress in the Implementing
Recommendations of the 9/11 Commission Act of 2007 (P.L. 110-53) through
risk-based security across transportation modes, protecting passengers, cargo, and
the public. The $7.3 billion requested for FY 2016 will support mission-critical
components, including enhanced training for the frontline screening officer
workforce and improvements to the DHS Terrorist Watchlist Service, I believe
that all necessary resources should be brought to bear in securing our
transportation system, and that any security fees levied on transportation
passengers should be dedicated to TSA programs,

Independent Agencies

National Aeronautics and Space Administration

The NASA Authorization Act of 2010 addressed competing priorities within the
Administration and Congress, received overwhelming bipartisan support, and was
endorsed by the President. The act authorized funding through FY 2013, and
balanced the agency'’s science and research portfolio with the need to overhaul
NASA’s human exploration program. The act called for retiring the Space
Shuttie, developing commercial crew transportation services for access to the
International Space Station, and developing a heavy-lift launch system and vehicle
for deep spacc exploration,

The agency is now at a critical point in the development of its human space flight
programs, and I urge you to fund NASA at $19 billion for FY 2016. The
President’s budget request of $18.5 billion is a three percent increase above the FY
2015 enacted level. However, since the 2010 Authorization Act, NASA has been
appropriated significantly less than authorized, operating on a $5 billion shortfall
for FY 2011 to FY 2013. In addition funding was relatively flat through FY 2015.
These funding shortfalls delayed follow-on capabilities to the Space Shuttle and
will result in paying an additional $2 billion to Russia for transportation of
NASA’s astronauts to the International Space Station (ISS)} through 2017.
Additionally, compromises were made to NASA’s deep space exploration
programs, which now face schedule slips and “challenging budget scenarios” in
the words of NASA’s Inspector General.

NASA’s commercial crew transportation and deep space explorations are at a
critical juncture in their development. Commercial crew is in thie final phase of
development and will begin launching astronauts on American rockets beginning
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in late 2017. Any reduced funding below the request will require NASA to adjust
contract milestones, which could increase costs and lead to delays, extending U.S.
dependency on Russia. Furthermore, NASA needs additional funding to cover the
budget challenges and risks of its heavy-1ift launch system and vehicle for deep
space exploration programs. Ifthe U.S. is to lead the world in space, we must
sufficiently fund the Space Launch System (SLS) and Orion vehicle that will take
us into deep space and to Mars, while protecting NASA’s portfolio of science and
acronautics research priorities.

National Science Foundation

The National Science Foundation (NSF) is the nation’s only agency supporiing
basic research in all scientific and engineering fields, except the medical sciences.
NSF also leads Federal efforts to improve undergraduate science, technology,
engineering, and mathematics (STEM) education. NSF’s enacted FY 2015
funding totaled $7.3 billion. For FY 2016, the President requested a five percent
increase, to $7.7 billion. 1 support this increase, as several academic and industry
leaders recommend steady and sustained growth in Federal research and
development funding. Increasing NSF’s budget would also support several
important initiatives. NSF's education portfolie, which directly funds graduate
students and is critical to training the next-generation STEM workforce, would see
an 11 percent increase. Additional funds would also help a cross-agency effort to
increase the resilience of the nation’s infrastructure to both natural disasters and to
man-made threats. Funding would also support NSF's basic research efforts to
improve cybersecurity and online privacy. This initiative offers scholarships to
increase the nation’s much-needed cybersecurity workforce. NSF’s brain research
efforts would also receive a sizable 35 percent increase. Improved understanding
of the brain could lead to therapies that compensate for lost brain funciion,
possibly even for veterans and the elderly.

Federal Trade Commission (FTC)

The FTC’s proposed budget recommends a funding level of $309.2 million for FY
20186, an increase of $16.2 million over the current funding level. I believe
increased fimding is essential to enable the FTC to continue to fulfill its vital
consumer protection mission, particularly given the increasing threats to consumer
privacy and data security. The Identity Theft Resource Center reported 783 data
breaches in the U.S. in 2014, a 27.5 percent increase over the number of breaches
reported in 2013, estimating that more than 675 million consumer records have
been exposed in the past decade. At the beginning of 2015, Anthem Insurance
announced a database breach that exposed the personal information of at least 80
million current and former customers and employees. For the 14" consecutive
year, identity theft topped the FTC’s list of consumer complaints. Increased



112

funding will provide the FTC with additional FTEs to help combat not only unfair
and deceptive privacy and security practices, but also a slew of anti-consumer
practices, such as deception in the mobile marketplace, fraud that targets specific
populations such as seniors and service members, and false advertising campaigns
for products including health treatments. In order to bolster law enforcement
activities to address Section 5 violations resulting from increased data security and
privacy threats, as well as a proliferation of financial and marketing scams and to
engage in related policy initiatives and consumer education campaigns, [ strongly
recommend increasing funding for this very important consumer protection
agency.

Federal Communications Commission (FCC)

The FCC’s proposed budget would allow the FCC to collect and spend $388
millon from fees, an increase of $48 million from FY 2015, which I support. This
increased funding is essential for the operations of the FCC. Ninety percent of the
proposed increase will go toward planning for an eventual move or restack of the
FCC’s headquarters, a process that will eventually save $119 million over 15
years. Another portion of the increase will provide support for the FCC to
modernize its IT infrastructure, another cost savings over the long term while
making the FCC more efficient.

[ also support the FCC’s request to increase the amount it can spend on auction
administration from collected auction funds to $117 million (an increase of $11
million over last FY). The FCC is in the midst of planning for the voluntary
broadcast television incentive auction as directed by Congress. This is a first-of-
its kind auction with great complexity, and this additional support is vital to the
work being done by the FCC to plan for that auction and other future spectrum
auctions.

National Telecommunications and Information Administration (NTIA)

The President’s FY 2016 budget requests an increase of $8.8 million in funding
for NTIA. This increase will help NTIA to continue to tackle a number of
pressing issues, including cybersecurity and planning for the eventual evolution of
the nation’s wirelines telephone networks to all-IP technology. This additional
support also wilt further NTIA’s collaboration with the NIST in the Center for
Advanced Communications, which will help both agencies address the Nation’s
need for spectrum and other advanced communications technologies. I strongly
support this increased funding, particularly at a titne where our nation’s
communications networks are ever more at risk from cyberattacks.
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Corporation for Public Broadcasting (CPB)

CPB is funded on a two-year advanced appropriations cycle, and I support full
funding for CPB for the 2018 fiscal year as proposed in the President’s budget. In
addition, the President has requested that an additional $40 million be given to
CPB this year so that CPB can begin work on a new television interconnection
systein — a vital upgrade to the public television architecture of the Nation.

I have been a long-time supporter of public television, and 1 support this additional
funding as well as full funding for this new interconnection system.

Department of Transportation

Aviation

In the 114" Congress, the Commerce Committee will undertake the
reauthorization of the Federal Aviation Administration, including the fees and
taxes that support infrastructure and critical agency functions through the Airport
& Airway Trust Fund. The current authorization for the agency, which expires at
the end of FY 2015, divides the FAA budget into four accounts: Operations;
Airport Improvement Program (AIP); Facilities and Equipment (F&E); and
Research, Engineering and Development (R,E&D). The Administration’s budget
request for FY 2016 budget supports the largest, safest, busiest aviation system in
the world, while continuing important initiatives to lay the groundwork for
tomogrow’s aviation needs.

The President’s FY 2016 budget proposes increases in the FAA’s Operations,
F&E and R,E&D accounts to fund priorities including the integration of unmanned
aircraft systems (UAS) into the national airspace system {NAS), expanded
commercial space faunch and research activity, maintaining and sustaining air
traffic control facilities and contract towers, and the “NextGen” initiative — the
FAA’s multiyear effort to modernize the nation’s air traffic control system. A
total of $956 million is requested for NextGen, nearly all of which will come from
the total F&FE request of slightly more than $2.8 billion. The Administration
requests $2.9 billion for AIP, a reduction of $450 million from FY 2015 enacted
levels, contingent on Congress raising the Passenger Facility Charge (PFC) from
$4.50 to $8. Though the proposed PFC increase would more than offset the
reduction in AIP, and enable the FAA to focus the $2.9 billion on smaller and
medium-sized airports, we should not prejudge Congressional action on this issue.
We cannot afford to risk allowing runways and safety-critical infrastructure to fall
into disrepair, so unless Congress chooses to raise the PFC, it is unwise to assume
any reduction in AIP funds. Consistent and stable funding is essential to ensure
the aviafion system preserves the highest level of safety, and for NextGen
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modernization effort to remain on track. I encourage you to support the
Administration’s objectives to sustain and improve our aviation system.

Surface Transportation Reauthorization and the Transportation Trust Fund

The establishment of a Transportation Trust Fund is encouraged for a
comprehensive, multi-modal surface transportation investment program, The
Moving Ahead for Progress in the 21* Century Act (MAP-21) authorized funding
for highway, transit, and other surface transportation programs for FY 2013 and
FY 2014. These programs are currently operating on a short-term extension of
MAP-21 funding authorizations and policies that lasts through May 2015. As
such, this year Congress will again consider the firture of surface transportation
programs and the financing mechanism that supports them.

Federal surface transportation programs have been funded in large part by the
Highway Trust Fund. Historically, the Highway Trust Fund has been supported
by gas, diesel, and other user-based taxes. I believe we should raise these taxes to
adequately fund our surface transportation programs.

The Highway Trust Fund has faced decreasing revenues in recent years. Since
2008, Congress has transferred over $63 billion into the Highway Trust Fund —
mostly from the General Fund of the U.S. Treasury ~ just to maintain funding for
baseline authorization levels. If the Highway Trust Fund continues to be sustained
by unrelated General Fund transfers, then it makes little sense to limit funding
from the Fund to solely highway and transit programs. Capital investments in
intercity passenger rail and freight infrastructure should receive serious
consideration for eligibility under the Highway Trust Fund, cither as an option for
how states choose to use their funds, or as a percentage of total Highway Trust
Fund allocations.

The President’s FY 2016 budget proposed establishing a *Transportation Trust
Fund” that would support a diversified portfolio of surface transportation
investments, including investments for intercity passenger rail and multi-modal
freight. I support this structure.

Grade Crossing Safety

Highway-rail grade crossings collisions are the second leading cause of rail-related
deaths and the top cause of all railroad accidents. While the number of collisions
1s lower today than it was 10 years ago, there was a 12 percent increase in
collisions in fiscal year 2014.
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I am concerned that as the economy continues to improve and both raii and road
traffic increase, so too will the risk of grade crossing accidents. Already in 2015,
there have been two high-profile accidents in both New York, which resulted in
six fatalitics, and in California, which sent 28 train passengers to the hospital.
Grade crossing safety can be improved through educational outreach efforts to
communities, improvements such as flashing lights and crossing arms, enhanced
traffic enforcement, and vertical separation of the road and railway through a
bridge or underpass. The President requested additional resources in the FY 2016
budget request for the Federal Railroad Administration to support these efforts,
and I support this request.

National Highway Traffic Safety Administraiion (NHTSA4)

NHTSA is currently funded at an annualized level of $830 million. The
President’s FY 2016 Budget requests a proposed funding level of $908 million for
NHTSA. Of this total, $577 million would fund the highway safety grants to
states, $179 million would fund vehicle safety programs, and $152 million would
fund highway safety research and development programs. This year’s proposal
reflects a $78 million increase above FY 2015 enacted levels.

The safety of automobiles and our nation’s highways remains a top safety
challenge facing the nation. While vehicles on our roadways are some of the
safest in the world, over 32,000 Americans die, and more than 2.3 million are
injured in vehicle accidents each year. Emerging safety issues, such as texting
while driving, and increased investigations into deadly vehicle defects have
created new burdens on the agency and demand more authorities and resources.

Through this year’s expected reauthorization, I belicve an increase in funding is
not only justified but imperative given the scope and scale of NHTSA’s mission
and the complexities of emerging vehicle technologies in the marketplace. In
particular, in light of recent revelations of deadly defects that date back over a
decade, such as those related to General Motors and Takata, I strongly support the
President’s proposed funding of $41 million for vehicle safety enforcement, which
would increase NHTSA’s abilify to quickly identify safety defects, promptly
implement remedies, and provide vital information to the public. This funding
would also enabie NHSTA to undertake a consumer awareness campaign that
would educate consumers about how to report vehicle defects, while also
encouraging more consumers to do so.
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In addition, I support the President’s proposal for $4 million to fund a new Vehicle
Electronics and Emerging Technologies program and a new NHTSA research and
test facility for electronics, batteries, and advanced fuels; $5 million to advance an
anti-distracted driving campaign; $23 million to encourage states to enact laws
that prevent distracted driving; and $13 million to encourage states to enact
graduated driver licensing laws.

I further support the President’s budget in the following areas: $44 million for
States for high-visibility enforcement campaigns; $44 million for promoting
increased occupant protection; and $41 million for supporting NHTSA’s crash
data collection activities.

Thank you for this opportunity to provide my views and recommendations
regarding the FY 2016 budget resolution process.
Sincerely,
Bill Nelson
Ranking Member

cc: The Honorable John Thune, Chairman
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February 27, 2015

The Honorable Mike Enzi, Chairman

The Honorable Bernie Sanders, Ranking Member
Committee on the Budget

United States Senate

Washington, D.C. 20510-6100

Dear Chairman Enzi and Senator Sanders:

This letter responds to the request you sent on January 27, 2015 for the views and
estimates of the Committee on Energy and Natural Resources (“the Committee™) on budget
matters within the Committee’s jurisdiction. ‘

Generally speaking, the Committee has jurisdiction over the programs of the Department
of the Interior (other than the Fish and Wildlife Service and the Bureau of Indian Affairs), the
Department of Energy (other than the National Nuclear Security administration), and the Federal
Energy Regulatory Commission. The Committee also has jurisdiction over certain national
forests. The programs under the Committee’s jurisdiction promote our national energy security
and ensure the wise use and protection of the nation’s lands, water, and mineral resources.

Given the importance of these programs to the nation's economy and the multiple use
benefits that our public lands provide to our citizens, we recognize and appreciate that the budget
must address those needs. We look forward to working with you and others in Congress to
ensure that the spending levels ultimately enacted for programs under the Committee’s
jurisdiction are as effective and efficient as possible.

There are a number of legislative proposals the Committee plans to act on that may have
budgetary implications. For example, as in previous years, the Committee continues to support
the Payment in Lieu of Taxes (PILT) program which provides payments to county governments
to offset the impacts of federal land ownership within their boundaries. These counties are
increasingly called upon to provide services, such as search and rescue, fire, law enforcement,
and other health and safety services to visitors to our federal public lands. These counties also
must maintain local roads to federal parks, wilderness and recreation areas, and wildlife
refuges. The Committee urges the Budget Committee to sustain the fully authorized level of
funding for PILT in FY2016 and requests a deficit-neutral reserve fund for this purpose.

The Committee may also consider legislation that would reform or reauthorize the Secure
Rural Schools and Community Self Determination Act of 2000 (Public Law 106-393) along with
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legislation that would require forest management to improve forest health and increase revenue
generating activity on federal timber lands on which counties are dependent. The Commitiee
requests a deficit-neutral resecve fund for this purpose.

We also remain concerned that the resources available for wildland fire-fighting for the
Forest Service and the Department of the Interior in recent years have heen inadequate. Fire
suppression costs are rising sigaificantly, both in actual doliar amounts and also as a portion of
the total budget of the Forest Service. The ten-year average budget formula for suppression
expenditures has translated into shortfalls in available suppression funds in many years. This
problem is compounded as our forests grow increasingly susceptible to wiidfire, fire seasons
grow longer, and fires grow more destructive each year, with catastrophic fires becoming
increasingly frequent. There are several proposals to address this complex and difficult issue.
Although Senators on the Commitiee are keen to see that adequate resources arc provided for
wildland fire-fighting, they disagree about the best resolution of the matter. We request a deficit-
neutral reserve fund for wildland fire management activities.

Autharization for the Land and Water Conservation Fund will expire Sepiember 30,
2015. Although Senators on the Committee have differing and competing ideas for changes to
the fund, there appears to be an emerging consensus for reauthorizing the fund contingent upon
reform. Accordingly. we request a deficit-neutral reserve fund to accommodate this issue.

11 is also the Committee’s intention to advance encrgy-related legislation. As part of that
initiative, we anticipate the possibility of reviewing and then extending, modifying, or
eliminating authorizations for a number of programs within the Department of Energy or other
agencics under the Committee’s oversight jurisdiction. We respectfully request that you
establish a deficit-neutral reserve fund for activitics related to energy legislation. We also fook
forward 1o working with you and your staff to ensurc that the programs under the Committee’s
jurisdiction are appropriately modernized to reflect our nation’s foremost energy and resource
challenges.

In addition, the Committee is likely to consider separate measures intended to modernize
the statutes governing the export of domestic crude oil and to expand energy development north
of the Brooks Range in Alaskn, on which Senators have strongly opposing vicws.

The Committee also intends to develop legislation to strengthen the mineral sceurity of
the United States. The U.S. Geological Survey has reported that the nation depends on foreign
supply for at least 50 percent ol 43 diffcrent mineral commodities, and that domestic “import
reliance has increased significantty since 1978." The nation's significant vulnerability to supply
shortages, price increases, and other disruptions threatens our manufacturing competitiveness
and economic growth. The legislation we are preparing will seek to revitalize the mineral supply
chain, from the permitting of new mines to recycling, and we request that you establish a deficit-
neutral reserve fund for it.
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The Committee requests that the budget recognize the opponunities and challenges that
come with the United States’ responsibility as an Arctic nation as that region becomes more
accessible and includes adequate resources for necessary Arctic infrastructure.

Also, we remain concerned that, because of a lack of suitable budget oflsets, Congress
has yet to enact legislation w implement the agreement between the United States and the
Republic of Palau, a district of the former Trust Territory, which was signed in 2010. We believe
enactment of this legislation is necessary to sustain the nation’s strategic relationship with Palau
and to support cur increased security focus on the Western Pacific region. We urge that the
Budget Committee make adequate provision in the budget resolution for this purpose.

Finally, we must note that the United States remains liable to the nation’s nuclear utilities
for breach of its contracts to dispose of the utilities’ nuclear waste. The Committee plans to
consider legislation to restructure and revitalize the nuclear waste program along the lines of the
recommendations of the Blue Ribbon Commission. We request that the budget resolution
provide an appropriate rescrve fund for this purpose.

We appreciate the opportunity to provide our views and estimates to your committee, and
we look forward to working with you.

Sincerely,

Maria Cantweli
Ranking Member

Lisa Murkowski
Chairman
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February 27, 2015

The Honorable Michael Enzi
Chairman

The Honorable Bernard Sanders
Ranking Member

Committee on the Budget
United States Senate
Washington, DC 20510

Dear Chairman Enzi and Ranking Member Sanders:

In response to your fetter of January 27, 2015, I present the following views and estimates of the
Minority for certain programs under the jurisdiction of the Committee on Environment and Public Works.

Climate Change

The Minority believes climate change poses a significant risk to our nations’ public health,
economy and quality of life, and significantly reducing our nation’s carbon pollution is imperative.
Numerous impacts of climate change are already being felt by Americans every day, including
exacerbating dangerous levels of air pollution. And as the President’s Budget describes, “The Federal
Government has broad exposure to the escalating costs and lost revenue as a direct or indirect resuit of a
changing climate.” (Analytical Perspectives, Budget of the United States Government, Fiscal Year 2016,
Chapter 24).

Safeguarding public health, protecting the environment, and growing the economy work together.
Since the passage of the Clean Air Act four decades ago, air poliution emissions have dropped 72 percent
while our economy has grown substantially. During the same period, the U.S. gross domestic product
grew 219 percent and total private sector jobs increased by 101 percent.

The Minority believes the Clean Air Act provides clear authority to the EPA to limit carbon
pollution and other greenhouse gases. The U.S. Supreme Court has ruled three times in support of EPA’s
legal authority to control carbon pollution under the Act in the rulings Massachusetis v. EPA, American
Electric Power v. Connecticut, and Utility Air Resources Group v. EPA.

Accordingly, the Minority supports the Administration’s EPA'FY 16 budget of $239 million to
support the agencies commonsense standards, guidelines and voluntary programs to cut carbon pollution
and the proposal for the Clean Power State Incentive Fund.

The Minority further believes it is critical to adequately and fully fund the Environmental
Protection Agency’s programs that address climate change such as the Vehicle and Fuels Standards
Programs, Stationary Source Programs, and the Climate Protection Programs, including programs to
implement the President’s Interagency Methane Strategy, actions to reduce HFC emissions, and
continuing the highly successful Energy Star program.

FRIRTEE O BELYOUED PARER
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Nuclear

The Minority supports the Administration’s decision not to request new funding for continued
licensing activities for the failed Yucca Mountain repository site in its FY "16 budget request given the
myriad of technical, environmental, safety and other concerns associated with the proposed site, as well as
the strong objections by the State of Nevada. For example, the Nuclear Regulatory Commission (NRC)
recently published a report finding that the Department of Energy, the former license applicant for the
Yucca Mountain repository, lacks both the water and land rights that would be required to construct it.

The August 2013 decision by the U.S. Court of Appeals for the DC Circuit directed NRC to
spend the remainder of its already appropriated funds for Yucea Mountzin licensing activities. The
decision also cited City of Los Angeles v. Adams, 556 F.2d 40, 50 (D.C. Cir. 1977), recognized that the
NRC lacks the funds that would be needed to complete the licensing process and pointed out that in such
situations, courts have stated that “the agency administering the statute is required to effectuate the
original statutory scheme as much as possible, withia the limits of the added constraint,”

While the court noted that the NRC had about $11.1 million in appropriated funds for Yucca
Mountain licensing activities (most of which the NRC has since proceeded to expend in accordance with
the court’s decision), it should also be noted that the costs of fully adjudicating the Yucca Mountain
license would be expected to cost dramatically more than that. In fact, in December 2014 the former
Chairman of the Commission testified to the Committce that merely resolving the bundreds of legal
contentions associated with the license application would cost more than $300 million.

Chief Judge Merrick Garland thus stated, in bis dissenting view on the August 2013 decision, that
the decision was "a useless thing," saying “In short, given the limited funds that remain available, issuing
a writ of mandamus amounts to little more than ordering the Commission to spend part of those funds
unpacking its boxes, and the remainder packing them up again.” The Minority agrees with this view and
does not support any new appropriations for Yucca Mountain licensing activities.

| appreciate the opportunity to provide additional comment on the programs within the
jurisdiction of the Committee on Environment and Public Works. | look forward to working with you as
you prepare the Concurrent Resolution on the Budget for FY 2016.

Sincerely,

Dol éMCUL

Barbara Boxer
Ranking Member
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COMMITTEE ON ENVIRONMENT AND PUBLIC WORKS
WASHINGTON, DC 20510-8775

February 27, 2015

The Honorable Michael Enzi
Chairman
The Honorable Bernard Sanders

Ranking Member
Committee on the Budget
United States Senate
Washington, DC 20510

Dear Chairman Enzi and Ranking Member Sanders:

In response to your letter of January 27, 2015, we present the following views and
estimates for certain programs under the jurisdiction of the Committee on Environment and
Public Works.

Legislative Initiatives:

The Committee on Environment and Public Works intends to move forward with several
legislative initiatives this year, With respect to the Committee’s legislative agenda, the
Committee anticipates moving forward with comprehensive transportation legislation that will
authorize Federal highway, transit and highway safety programs and includes direct spending.

The current surface transportation bill, Moving Ahead for Progress in the 21* Century
Act (MAP-21) expires on May 31, 2015, and the Committee intends to begin work on legislation
to reauthorize these programs this year. As such, the Committee requests the establishment of
appropriate reserve funds to accommodate increases in the highway program above the current
baseline and the continuation of mandatory contract authority to fund highway programs.

The Committee also anticipates advancing legislation to reauthorize the Toxic Substance:
Control Act (TSCA) which has not been significantly updated since its enactment in
1976. TSCA provides EPA with the authority to require record-keeping, testing, and reporting
as well as the authority to regulate chemical substances and/or mixtures in commerce. The
President's FY 2016 budget lists chemical management as an EPA priority while reducing the
budget of the Office of Poltution Prevention and Toxics (OPPT) by approximately $1.0 million
from FY 2015 to a total of $70 million. Reauthorization language will be anticipated to increase
the workload of OPPT through requiring a review of each chemical substance in commerce to
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identify the highest priority chemical substances for safety assessments and determinations at the
Administrator’s discretion.

The Committee may also begin work on water resources legislation te authorize
important flood control, commercial navigation, and environmental restoration projects and
programs across the counttry. Such legislation could include provisions refated to fees or land
transfers with very small direct spending iimpacts. As such, we request that a reserve fund for the
Committee be flexible enough to address such issues.

1. Environmental Protection Agency

The Committee supports EPA cfforts to protect public health and the environment,
increase job opportunities and promote community revitalization by assessing, cleaning up and
redeveloping brownfields, The Committee supporis EPA’s emphasis on programs for
maintaining and enhancing drinking water and wastewater infrastructure.

Waier fnfrastructure

The Coramitiee supports programs for maintaining and enhancing drinking water and
wastewater infrastructure and urges that the budget resolution support robust finding for these
important and successful programs. The national need for investment in water and wastewater
infrastructure through the Clean Water State Revolving Loan Funds (CWSRFs) and Drinking
Waier State Revolving Loan Funds (DWSRFs), which are managed by EPA, continues to far
outpace the amount of funding that is available from all levels of government.

In May 2014, Congress revised the CWSRF program to provide additional subsidies to
communities that would cxperience significant hardship from raising the revenue necessary 10
meet Clean Water Act obligations in fiscal years where the amount appropriated for
capitalization grants exceeds $1 billion. For FY 2016, the President’s budget propeses $1.116
billion for the CWSRF, which is a $333 million reduction from FY 2015 and leaves limited
funding for additional subsidies. For FY 2016, the President’s budpet propases $1.186 billion
for the DWSRE, which is a $279 million increase from FY 2015. The Committee strongly
supports robust funding for both these important and successful programs.

The President's Budget includes $5 million in the Environmental Programs and
Management account for EPA to establish the Water Infrastructure Finance and [nnovation
Authority Program, enacted in 2014, but provides ne funding for assistance 1o local governments
under this program. The Comumittee strongly encourages EPA 1o complete development of and
implement this program in FY2016 and supports [unding at the authorized level for FY 2016:
$25 million.

Other Water Program Funding
The Committee supports the proposed $5.66 million increase in funding for, and urges a

strong (ederal commitment 1o, EPA’s nonpoint source reduction program (Section 319} in order
to better address norpoint sources of poliution that impair the nation’s waterways. The
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Committee also supports the proposcd $18.3 million increase for state water pollutioa control
programs under Section 106 of the Clean Water Act.

Cleaning up Superfund Toxic Wasie Sites

The President’s budget requests $1.154 billion for the Superfund program, of which $764
miltion would go toward cleanup activities. This is a $65 million increase from FY 2015 enacted
levels, of which §53 miflion would go toward cleanup activities. The Committee is interested in
which actions the Agency intends to take to increase the annual pace of cleanups with the
requested funds. The Committee notes that in FY 2014 EPA completed construction of cleanups
at § sites and is projected to complete construction of cleanups at 13 sites in each of FY 2015 and
FY 2016. EPA also has launched a new measure, remedial action project completions, to
measure progress at sites that have muliiple operable units. EPA completed 62 remedial actions
in FY 2014 and projects 55-65 completions in FY 2015 and 65-75 completions in FY 2016.

Cleaning up Brownfields

In 2002, Congress enacted the nation’s brownfields cleanup and redevelopment program,
authorizing $200 million annually for site assessment and cleanup projects , of which $50
million annually is authorized for certain state programs. Brownfields are areas where
contamination issues inhibit redevelopment efforts, The federal brownfields program is one of
EPA’s most popular and successful programs. The President’s FY 2016 budget includes a $110
milfion request for the State and Tribal Assistance Grants account for brownfields projects, a $30
million increase over FY 2015 enacted levels, and $49.5 million for state categorical grants
programs. In addition, the President’s budget seeks $29.6 million in FY 2016 for the
Envirnnmental Programs and Management account for brownfields, a $4 million increage over
FY 2015 enacted levels. The Committee strongly supports the brownfields program.

Preventing and Cleaning Up Leaking Underground Siorage Tanks

Leaking underground storage tanks (UST) are a threat to our nation’s groundwater
quality. End of year FY 2014 data show that, of the approximately 521,000 releases reported
since the beginning of the UST program in 1988, approximately 447,000 (or 85.8 percent) have
been cleaned up. This means approximately 74,000 refeases remain that have not reached
cleanup completion. Morcover, new releases are discovered each year. The President’s FY
2016 budget requests $95.3 million for this program. The Committee supports the underground
storage tank program ang notes that the batance in the leaking underground storage tank trust
fund is projected to grow to $645 million by the end of FY 2016 under the President’s budget.

Global Warming

The Majority strongly opposes the new [unding requests for elimate change programs.
These requests inchude $239 million to develop new greenhouse gas regulations that will further
burden our economy while achieving little in environmental and public health protection and an
undefined and unauthorized $4 hitlion fund that will transfer taxpayer dollars to states that
embrace a climate agenda, With respect to this new fund, the Majority notes that it is not



125

included in EPA’s justification of appropriations for FY 2016. The Budget Appendix includes
this proposal as $4 billion in mandatary budget authority for FY 2016, with outlays of $670
million in that year. In contrast, Table S-9 of the summary tables shows no funding in FY 2016,
with $2.67 billion in mandatory spending oceurring in 2017 and 2018 and $190 million a year in
spending for each of 2019 through 2025. It is clear that this is not a well thought out proposal.

The Majority strongly believes the Clean Air Act should not be used to regulate
greenhouse gases for the purpose of advancing a global warming agenda. Instead, EPA should
eliminate these requests and refocus its spending on implementing the goals of the Clean Air
Act: achicving healthier indoor air; healthier outdoor air; radiation issues; and enhancing science
and research, in particular transparency and openness related to science and research,

The Minority has submitted additional views on this matter.
Science and Technology

The Commitlee supports EPA's Science and Technalogy programs, however the
programs as well as the associated laboratories should continue to be regularly reviewed and
evafuated. The Committee believes that the federal povernment has a role to piay in research and
development efforts for a new generation of cost effective energy and environment technologies.

Air Quality

The President’s FY 2016 budget cuts the diesel emissions reduction grant program {rom
$30 million tn $10 million. Diesel engine retrofits arc one of the most cost effective ways of
obtaining reductions in air potiution and in reducing the risk of premature death from particulate
matter. The Comumittee supports efforts to ensure that public health protections bepefit from a
strong retrofit program, especially in areas such as ports where public health is known to be
threatened by existing levels of such poHution,

The Committee supports a strong federal commitment to state and loeal air quality grant
programs as a mechanism for assisting state and Joca} governments to implement and comply
with federal cnvironmental requirements,

2. Department of Transportation, Federal Highways Administration

The President’s FY 2016 budget request includes $50.1 billion in contract authority,
subject to the obligation limitation, to fund the Nation's highways and bridges, which is 39,8
billion mote than the enacted FY 2015 level of $40.3 billion, The President’s budget request
includes a G-year transportation authorization proposat known as GROW AMERICA. This
proposal would, among other things, create several new discretionary programs for highway
infrastructure projects, allocate Federal passenger rait investment out of the Highway Trust Fund
(HTF), and create a new freight transportation program. Approximately half of the 6-year
proposal would be funded using existing revenue into the HTF and the other hall would be
funded through a mandatory 14 percent tax on existing, un-repatriated foreign holdings of
domestic corporations, The GROW AMERICA proposal would be new policy, and as such,
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should be impiemented only subject to authorization in a comprehensive, multi-year
reauthorization bill.

The Comimitlee intends to complete work on a surface transportation reauthorization bill
this year, The last authorization bill, MAP-21 (PL 112-141), expired at the end of FY 2014, but
Congress extended the authorization through May 31, 2013, in the HTT Act of 2014 (PL 113-
159). The vast transportation needs of our country demand a funding level sufficient to sustain
and strengthen the Nation's surface transportation network, which is the backbone of our
economy. As such, the Committee requests the establishment of appropriate reserve [unds to
accomimodate increases in the highway program above the current baseline and the continuation
of mandatory contract authority to fund highway programs. Contract authority provides
predictable long-tertn funding and gives states the ability to enter into commitments that wouid
obtigate the Federal government.

A strong Federal transportation program will improve America's quality of life and will
help meet the needs of our growing economy. Americans and businesses benefit every day from
high-quality transportation inftastructure through shorlened travel times, increased productivity,
and improved safety. Infrastructure is critical to America's quality of life. A safe, reliable,
efficient transportation system enhances the productivity of business and individuals.

Failing to provide a safe, reliable, efficient transportation system creates disruptions that
waste money, time, and fuel, and undermines the global competitiveness of the Nation’s
businesses. According to the 2012 Urban Mobility Report issued by the Texas Transportation
Institute, traffic congestion continues to worsen in American cities of all sizes, creating a $121
billion annual drain on the U.S. economy in the form of 5.5 killion lost hours and 2.9 billion
gallons of wasted fuel. This represents an average financial burden of 3818 per commuter, every
year.

According to the U.S. Department of Transpertation’s “2013 Status of the Nation’s
Highways, Bridges, and Transit: Conditions and Performance” report, about 49 percent of
highway miles traveled are on roads that are in less than “good” condition and 18 percent on
roads i iess than “acceptable” condition. In addition, there are 63,500 bridges nationwide that
are structurally deficient and in need of repair or replacement.

3. 1.8, Army Corps of Engineers, Civil Works

The Committee snpports more robust funding for the Corps of Engineers at a level
cansistent with the Corps capability. Investment in the civil works program of the Army Corps
of Engincers offers many benefits. Congress recognized these benefits when it authorized
construction of many inportant water resources projeets in the Water Resources Reform and
Development Act of 2014. The nation's network of coastal ports and inland navigation systems
is essential for the movement of raw and finished goods throughout the U.S. and overseas.
Investing in these systems is necessary to cnsure U.S. economic competitiveness in the global
economy. The value of flood, hurricane and storm damage reduction measures and the cost of
inadequately investing in this infrastructure has been demonstrated repeatedly by multiple
natural disasters in rceent years. Benefits also accrue from undertaking environmental



127

restoration projects around the country, including in the Everglades, Upper Mississippi River,
Missour River, Coastal Louisiana, San Francisco Bay and countless other rivers and coasts.

The President’s FY 2016 budget would cut funding from the Harbor Maintenance Trust
Fund (HMTF) from $1.1 billion in FY2015 to $915 million in FY2016. This proposal fails to
meet the FY 2016 target that Congress specified in the Water Resources Reform and
Development Act (WRRDA) -- 69% of the Harbor Maintenance Taxes received in FY 2015,
Further, the budget proposal does not comply with direction in WRRDA that spending from the
fund increase each year, so that by FY 2025, 100 percent of the money being collected would go
toward port dredging and maintenance. The Committee tecornmends that the budget resolution
include, within the eontext of overall increases in funding for the civil works program, increased
expenditures from the HMTY as specified in WRRDA.

The President’s budget proposes $273 million in funding for the Econemic Development
Administration {EDA), This is an increasc of $23 million from the FY 20135 enacted levels. The
budget includes $85 million for the Public Works Program, which aids in the development of
infrastructure such as water and sewage improvements, fiber optic cables, and expansion of ports
and harbors, among others. The budget includes a request lor $25 million for the Regional
[nnovation Strategies Program to promote economic development projects at the Jocal level.

The Committee supports funding the EDA at an appropriate level to allow it to continue
creating jobs and increasing econemic vitality in local communities.

5. Department of the Interior

The budget proposes $3 billion for the United States Fish and Wildlife Service (FWS),
which is an increase of $130.7 million compared to the FY 2015 levcls.

FWS manages more than 150 miltion acres of land and water in the national wildlife
refuge system. The budget proposes $368.2 million for refuge operations, an increase of $26.5
million. The budget also includes $108.3 million for grant programs. WS oversees the
Fisheries and Aquatic Resource Conservation and the budget requests a total of $147.5 million
far this program, which is an increase of $4.9 million over the FY 2015 level. The Committec
believes a robust leve] of funding is needed in the FY 2016 budget for these important activities.

The FY 2016 budget requests $23 miliion for listing activities, an increase of about $2.5
million from FY 2015, The Majarity recorumends a focus on reviewing recovery of species

presentiy listed rather than focusing on adding to the list.

6. General Services Administration Public Building Services

The President’s FY 2016 budget request for the General Services Administration includes
$253 million in new discretionary budget authority. The budget also requests an additional $13
millicn for pre-election activities. The FY 2016 budget request includes $10.37 billion in new
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obligation authority, which includes utilizing existing Federal Buildings Fund balances, which
requires $564 million in net budget authority in Net Budget Authority. This results in an overail
GSA discretionary budget request for FY 2016 totaling $830 million. This request would fund a
$2.5 billion capital investment program. According to GSA, the request for FY 2016 is necessary
to address critical infrastructure investments that have languished.

The Committee continues to be concerned by GSA’s reliance on long-term leases. We
note that GSA reduced the leased square footage by 4.1 million square feet from FY 2013to FY
2016, saving more than $300 million and we encourage the FY 2016 budget to place emphasis
on meetings needs through GSA ownership where appropriate.

7._Nuclear Regulatory Commission

The Majority believes nuclear energy makes a vital contribution to our nation’s energy
mix. Given the economic challenges nuclear plants are facing, we are increasing our scrutiny of
the Nuclear Regulatory Commission’s resources. In particular, the NRC has grown substantially
over the last decade to accommodate projected development of new plants. This industry growth
did not materialize and has, in fact, been replaced a five percent reduction in the size of our
nuclear fleet as evidenced by the premature shutdown of 5 plants. As such, the Majority
questions whether the NRC’s level of resources appropriately reflects this dynamic.

Under the Nuclear Waste Policy Act, the NRC has a mandate to review and issue a
decision regarding the Department of Energy’s construction authorization application to build a
repository at Yucca Mountain in Nevada. The mandate was upheld by the U.S. Court of Appeals
for the District of Columbia Circuit which issued a writ of mandamus compelling the NRC to
resume its review. The Majority notes that NRC officials have repeatedly stated that the agency
does not have adequate resources to complete its review and issue a decision, but has once again
failed to request funding in its budget proposal. The Majority believes that the NRC should use
its appropriations to meet its legal obligations.

The Minority has submitted additional views on this matter.
We appreciate the opportunity to comment on the programs within the jurisdiction of the

Committee on Environment and Public Works. We look forward to working with you as you
prepare the Concurrent Resolution on the Budget for FY 2016.

Sincerely,




129

Wnited States Senate

COMMITTEE ON FINANGCE
WaswinGTon, DC 20610-6200

vl
TV STOTT SOUTH CARDLINA

JOSHUA SHEINKNAN, DEMOTRATIC STAFE DIRECTOR

March 2, 2015

The Honorable Michael Enzi
Chairman

Senate Committee on the Budget
United States Senate
Washington, D.C. 20510

The Honorable Bernard Sanders
Ranking Member

Senate Committee on the Budget
United States Senate
Washington, D.C. 20510

Dear Mike and Bernie:

Pursuant to section 301(d) of the Congressional Budget Act of 1974, we are submitting our
views and estimates with respect to federal spending and revenues within the jurisdiction of the
Senate Committee on Finance for the Fiscal Year 2016 Senate Concurrent Resolution on the
Budget.

REVENUES

Tax Reform and Simplification

Tax reform is a high priority for the Finance Committee. The tax system has become a
barrier to economic growth, is overly complex. and hinders voluntary compliance. Tax
reform should focus on broad-based economic growth and job creation, faimess,
simplification. and certainty. The Finance Committee will move forward on comprehensive
tax reform for both individuals and business taxpayers.

Individual Tax Issues

The Finance Committee will work on reforming tax provisions related to education, children,
work . child care, marriage, investments and savings as part of tax reform. ftwill also examine
fringe benefits. The Finance Committee will also work on simplifying the individual tax
system by addressing the Alternative Minimum Tax. the personal exemption phaseout and the
limitation on itemized deductions.
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Retirement Security

The Finance Committee continues to examine the current tax-preferred savings vehicles to
determine whether the existing programs need improvement. The Finance Committee will
examine proposals such as creating automatic individual retirement accounts (IRAs),
providing more incentives to establish automatic enroliment in 401(k) plans, and creating
multiple employer defined contribution arrangements, to determine whether there are
opportunities for enhancing savings. The Finance Committee also is studying alternative ways
to provide lifelong retirement income security, such as annuity contracts and
other lifetime income products, and certain issues relating to multiemployer
defined benefit pension plans.

Business Tax Issues

As part of tax reform, the Finance Committee will consider how to simplify tax compliance,
especially for small businesses, as well as ensure that U.S. companies are competitive in the
global marketplace while creating new jobs and driving more economic growth. The Finance
Committee will consider how to reform the tax treatment of capital investment, different
sources of income, and different types of business entities. The Finance Committee will also
continue to look for tax compliance gaps related to domestic and offshore transactions
involving both inbound and outbound investments. The Finance Committee also continues to
explore and analyze tax issues related to alternative types of investment in the U.S. economy
and related policy considerations.

Research and Development

The Finance Committee will continue to pursue legislation to make permanent an incentive
for research and development as part of tax reform.

Incentives for Energy Production and Conservation

The Finance Committee remains committed to the goals of positively affecting our energy
independence. In pursuit of that goal, the committee will examine incentives for energy
efficiency, including the use of conventional and alternative energy sources, and conservation.
The Finance Committee will consider these issues as part of tax reform.

Infrastructure

The Finance Committee is committed to finding cost-effective tools to improve our existing
infrastructure and address future needs. The Finance Committee recognizes that current
mechanisms for funding and financing transportation infrastructure are inadequate to
address our infrastructure needs and will pursue legislation that achieves long-term sustainable
infrastructure policy.

Tax Exemption and Charitable Giving
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The Finance Committee understands the important work that is done by the charitable sector.
As part of tax reform, the Finance Committee will consider various issues relating to tax-
exempt entities, including commercial activity by charitable organizations and certain issues
relating to private foundations.

Expiring Tax Provisi

The Tax Increase Prevention Act of 2014 (P.L. No. 113-295) retroactively extended numerous
provisions known as "extenders" that expired at the end of 2013 through the end of 2014. The
Finance Committee will consider the permanent extension and/or improvement of some of
these provisions as part of tax reform.

IRS Budget

The Internal Revenue Service (IRS) requested $12.9 billion for their FY 2016 budget. This
was an 18.1% increase from the FY 2015 enacted level. The FY 2016 request included an
enforcement account increasc of $540 million {11.1%) from the FY 2015 enacted level to
implement enacted legislation, handle new information reporting requirements, and increase
compliance by addressing domestic and offshore tax evasion. The FY 2016 request also
included a Taxpayer Services account increase of over $252 million (11.7%) from the 2015
enacted level to improve taxpayer services and to continue major IT projects.

We support a balanced approach to tax administration, and we support a strong and sufficient
enforcement budget, dedicated to that task, together with sufficient funding for taxpayer
services and modernizing IRS information technology in an efficient and responsible manner,
Helping taxpayers understand their tax responsibilities upfront promotes higher rates of
voluntary tax compliance, reducing the need for subsequent enforcement action. Critical IRS
computer systems were built in the 1960s and must be upgraded to keep pace with an
increasingly complex and global tax regime, and to facilitate more efficient analysis of tax
return data and detection of tax schemes.

We also recommend that the Budget Resolution allow for sufficient funds to support a balance of
service, enforcement and technology that will maximize compliance by helping taxpayers
understand their tax responsibilities, pursuing taxpayers who choose not to comply, and using
technology to work efficiently,

Maintaining Integrity in Qur Tax System and Reducing the Tax Gap

The tax gap is the difference between the taxes that are legally owed and the taxes that are
timely paid. In 2012, the IRS estimated the 2006 net tax gap figure to be $385 billion
annually. The Treasury Inspector General for Tax Administration (TIGT A) has reported
that this figure does not include the entire amount of the international tax gap, and that the IRS
does not have a reliablc estimate of the size of the international tax gap. The Government
Accountability Office (GAO) has called the tax gap a "high risk" problem. The National
Taxpayer Advocate has previously identified the tax gap as a "most serious" problem. The
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IRS Oversight Board has cited the tax gap as its "foremost concern”. The Finance Committee
will continue to explore options and develop legislation to enhance tax administration, improve
tax compliance, and reduce the tax gap, both on domestic and international activities.

Department of the Treasury

The Department of Treasury requests $14.3 billion in annual discretionary appropriations for its
operating accounts for FY 2016, an increase of $2.0 billion from $12.3 in FY 2015; in turn, FY
2015 appropriations enacted for those accounts saw a $340 million decline relative to the FY
2014 enacted appropriations. The Treasury Department oversees a wide range of activities,
some of which overlap activities of other departments and agencies of the federal government.
Increased oversight of and accountability for the Treasury Department’s activities are needed.
Absent such accountability, it is difficult to gauge the efficiency with which taxpayer resources
are being utilized. The Committee will continue work together to urge the Treasury Department
to be responsive to inquiries, and continue to find avenues for greater efficiencies in the uses of
taxpayer resources by the Treasury Department.

HEALTH
Medicare Part A

In Fiscal Year (FY) 2016, CBO projects that the Medicare program will spend a total of $668
billion, a figure that is expected to grow each year through FY 2025, Almost one-third of that
total is spent on Medicare Part A which provides acute care services (inpatient hospital stays})
and post-acute care services (recuperation and rehabilitation needed after an inpatient hospital
stay). The Committee will review all Part A payment systems to ensure not only responsible
financial stewardship of the Medicare Hospital Insurance (HI) trust fund, but also to compensate
providers accurately and appropriately for treating Medicare patients. Consequently, the
Committee will continue to assess various potential methods for improving the quality and the
efficiency of these payment systems.

In addition, the Committee will pursue opportunities to increasingly align the provision of
Medicare payments to the delivery of high quality care, and will continue to examine the effects
of ongoing efforts to improve Medicare’s health care delivery system. This includes various
programs to pay for performance, such as hospital readmissions, value based purchasing, and
other models designed to shift payments away from the traditional fee for service program. The
Center for Medicare and Medicaid Innovation (CMMI) has implemented, and will continue to
pilot, new models of care delivery aimed at paying for quality outcomes that reduce overall
costs. As programs such as Accountable Care Organizations (ACOs) and the Bundled Payments
for Care Improvement (BPCI) Initiatives move forward, the Committee will continue to closely
monitor their implementation and examine the results.

Finally, there are several Part A policies that expire April I, 2015. These policies will likely need
to be extended, and doing so will have a budgetary impact.
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Medicare Part B

Medicare Part B covers physician services, as well as hospital outpatient care, durable medical
equipment and other services. The Protecting Access to Medicare Act of 2014 averted a
scheduled 24 percent payment cut to the Medicare physician fee schedule, replacing it with a 0.5
percent payment increase for all of 2014, and a 0.0 percent update for the first 3 manths of

2015. However, without subsequent legislation, an estimated 21 percent reduction in the
Medicare physician fee schedule conversion factor will take effect on April 1, 2015. These
reductions are the result of the Sustainable Growth Rate (SGR) formula, which reduces physician
payments if aggregate physician payments exceed a target. The SGR formula calls for continued
reductions to physician payments for the foreseeable future. If reductions are not addressed,
access to physicians for Medicare beneficiaries could be jeopardized.

The SGR system is broken and needs to be permanently reformed. However, modifying the
current payment formula to mitigate these projected cuts — even for calendar year 2015 alone ~
will have a substantial budgetary impact. We will continue to work to deveiop viable long-term
solutions to the policy and budgetary challenges created by the SGR.

There are also several other Part B policies that expire at the end of March 2015 and will likely
need to be extended. Addressing these policies will have a budgetary impact.

Medicare Part C and Part D

Medicare Part C, also known as Medicare Advantage (MA), and Part D offer health and drug
benefits through contracts with private insurance plans. High quality private plans should
continue to participate in bath Medicare Parts C and D. These plans should continue to offer a
diverse set of options for beneficiaries across the country.

The Affordable Care Act (ACA) linked payment to MA plans with the five-star rating
system. The Centers for Medicare & Medicaid Services should continue to evolve this rating
system to measure health care outcomes of beneficiaries across the care continuum. Congress
must act to extend Special Needs Plans (SNP) which will have a budgetary impact. This
presents Congress with an opportunity to ensure these plans are effectively improving and
coordinating the care of this frail population.

Medicaid and Children’s Health Insurance Program

Medicaid and the Children’s Health Insurance Program (CHIP) play a significant role in the U.S.
health care system, providing coverage for low-income and vuinerable populations. The
programs serve children, pregnant women, adults in families with dependent children, disabled
and elderly individuals, and individuals who meet certain income eligibility and other criteria.
According to the HHS budget, the estimated number of children enrolled in Medicaid in FY
2014 was 46.6 million. Medicaid was the source of health coverage for more than 5.4 million
low-income seniors who are also enrolled in Medicaid, 19.3 million non-disabled adults, and
10.2 million non-elderly individuals with disabilities.
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According to the Congressional Budget Office (CBO), federal spending on Medicaid and CHIP
was $315 billion in 2014, and CBO projects that the federal government will spend
approximately $4.6 trillion on Medicaid and CHIP over the next 10 years.

The committee plans to address issues regarding the quality of services Medicaid programs
provide; appropriate federal funding levels for those services; timeliness and quality of data on
Medicaid spending, payments, and utilization; and general program integrity. To that end, the
Committee hopes that there will be sufficient flexibility in the budget to accommodate Medicaid
policies that protect the health care safety net for our most vulnerable populations and preserve
Medicaid.

The committee will also work in a timely manner to extend funding for the CHIP.
Indian Health

American Indians and Alaska Natives (AI/AN) have access to care through the Indian Health
Service (HIS) and some AI/AN also have coverage through programs administered by CMS
including Medicare, Medicaid, and CHIP. The Committee believes that Congress should work
to improve the coordination of services and payment between HIS and CMS in order to improve
access to health care for all AIVAN.

Medicare, Medicaid and CHIP Program Integrity

Providing the Administration sufficient tools and funding for effective program integrity
operations is a long-standing bipartisan goal. In order to ensure these efforts are able to continue,
the budget should contain increased funding for preventing and detecting health care fraud.
Funding the Health Care Fraud and Abuse Contro! (HCFAC) program has historically shown a
well-established record of success in fighting fraud, waste, and abuse in Medicare and Medicaid,
as well as a high return on investment (ROI). Over the past three years, the HCFAC's ROl has
been $8.10 to $1.00, and since its inception, has returned $25.9 billion to the Medicare Trust
Funds. We support an increase in program integrity funding so that current program integrity
activities can expand.

HUMAN SERVICES
Child Welfare

Last year, the Congress passed and the President signed into law bipartisan child welfare
legislation aimed at reducing child sex trafficking, increasing adoptions and improving child
support collections. Specifically, the Preventing Sex Trafficking and Strengthen Families Act
(H.R. 4980) wouid encourage states to combat sex trafficking among youth in foster care;
promote normalcy for foster youth; help move more children from foster care into adoptive
homes or the homes of relatives; better prepare youth for the process of emancipating from foste:
care; and, increase the amount of child support provided to families in which one parent resides
outside of the U.S. The legislation is fully paid for.
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We intend to carefully monitor the implementation of H.R. 4980.

We were pleased to note that in his FY 2016 budget, President Obama included a robust proposal
for targeted reforms in the child welfare system. We are particularly interested in three areas the
President identified as in need of reform: the over-reliance on congregate care and need for
family-based placements, the over-prescribing of psychotropic medications for children and
youth in foster care and the need to provide support and services to the families of and children
who are at-risk of entering the foster care system or who have been reunified after spending time
in care,

We intend to work on a bipartisan basis to address the initiatives included in the President’s
budget.

Temporary Assistance for Needy Families (TANF)

Unless Congress takes action, TANF, Child Care, and Marriage and Fatherhood, and related
programs will expire on September 30, 2015. A timely extension of these programs is essential
to ensure that the critical safety net provided by these programs is not compromised in these
difficult economic times. As part of the TANF program, Congress created designated funding
streams for welfare research within HHS and the Census Bureau and recently acted to continue
funding these programs through the TANF Contingency Fund. The Committee will contemplate
ways to continue these welfare and Census research programs.

Unemployment Insurance

There are several issues related to the unemployment insurance (UI) system that warrant
Congressional attention this year, including: benefit policies; reemployment services and
opportunities; trust fund solvency and improving UI financial integrity by reducing improper
payments and employer tax evasion. The Committee will continue to explore options and to
contemplate ways to further develop these policy matters.

TRADE

The Finance Committee may consider legislation to grant the President Trade Promotion
Authority, which expired on July 1, 2007. The Committee also may consider legislation to
reauthorize the commercial functions of the Bureau of Customs and Border Protection (CBP)
and the Bureau of Immigration and Customs Enforcement (ICE) at the Department of Homeland
Security (DHS), as well as legislation to reauthorize the Office of the U.S. Trade Representative
and the U.S. International Trade Commission. In addition, the Committee may consider
legislation to enhance the enforcement of U.S. trade agreements and U.S. trade laws; legislation
to enhance the enforcement of intellectual property rights abroad; legislation to address exchange
rate misalignments; legislation to authorize permanent normal trade relations with Tajikistan and
Kazakhstan; legislation to suspend or reduce tariffs on miscellaneous imports; legislation to
implement a possible multilateral trade agreement in the World Trade Organization (WTQ);
legislation to implement a possible Trans-Pacific Partnership free trade agreement; legislation to
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implement a possible Trans-Atlantic Trade and Investment Partnership free trade agreement;
legislation to implement a possible International Services Agreement; legislation to address trade
and travel restrictions with Cuba; and legislation to address U.S. laws that are found to be
inconsistent with our WTO obligations. Finally, the Committee may consider legislation to
address the expiration of key trade legislation, including legislation to extend Trade Adjustment
Assistance, which expired on December 31, 2014; legislation to extend the Generalized System
of Preferences, which expired on July 31, 2013; legislation to extend the African Growth and
Opportunity Act (AGOA) which expires on September 30, 2015.

The Finance Committee also will conduct oversight over a number of key trade issues, including
the U.S.-China trade and economic relationship, enforcement of U.S. rights under trade
agreements, the application of U.S. trade remedy laws, protection and enforcement of U.S.
intellectual property rights abroad, the African Growth and Opportunity Act, and the President’s
National Export Initiative. The Committee also will conduct oversight of ongoing international
trade and investment negotiations and dialogues, including (I) discussions aimed at concluding
new agreements in the WTO; (2) plurilateral negotiations to conclude the Trans-Pacific
Partnership free trade agreement; (3) negotiations to conclude a Trans-Atlantic Trade and
Investment Partnership free trade agreement; (4) negotiations to conclude a possible
International Services Agreement; (5) discussion under the Asia-Pacific Economic Cooperation
forum; (6) negotiations to conclude bilateral investment treaties with several countries, including
China; (7) discussions under the U.S.-China Strategic and Economic Dialogue and the Joint
Commission on Commerce and Trade; and (8) other ongoing international negotiations and
dialogues. The Finance Commitiee also will monitor implementation of existing free trade
agreements and other on-going international trade commitments.

The Finance Committee also will continue its extensive oversight efforts of the Homeland
Security Act of 2002, which transferred certain customs functions from the Department of the
Treasury to DHS. The Committee also will monitor implementation of the Security and
Accountability For Every (SAFE) Port Act of 2006, which authorized the restoration of trade
resources and unification of trade personnel under a new Office of International Trade. The
SAFE Port Act also authorized key programs such as the International Trade Data Systém and
the Customs-Trade Partnership Against Terrorism. The Committee will continue to oversee the
activities of DHS and the Department of the Treasury affecting trade in order to ensure that a
careful balance is maintained between the need for strong border security and the need for strong
economic security, which is based in part on an open and secure international trade system. In
addition, the Commitiee will continue its oversight over other agencies with international trade
functions, with particular emphasis upon Executive branch proposals to reorganize U.S.
Government international trade agencies.

In the course of realizing its international trade priorities, the Finance Committee anticipates
additional costs incurred by program expansion and extension as well as revenue losses through
tariff reductions. To this end, we request that the Budget Committee include a budget neutral
reserve fund for international trade priorities over a ten-year period, with which the Committee
could pay for reauthorization of CBP and ICE trade functions; enactment of trade and intellectual
property enforcement legislation; enactment of exchange rate misalignment legislation;
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enactment of legislation to suspend or reduce tariffs on miscellaneous imports; implementation
of trade agreements, and other trade matters.

SOCIAL SECURITY

Long-term Financing

Sacial Security’s long-run finances face challenges. The 2014 Annual Report of the Board of
Trustees of the Old Age and Survivor Insurance (OASI) trust fund and the Disability Insurance
(DI) trust fund indicates that: the OASI trust fund will be depleted in 2033, at which time payroll
tax rcvenue will finance 75 percent of current-law benefits, falling to 70 percent in 2088; the DI
trust fund will be depleted in 2016, at which time payrol! tax revenue will finance 81 percent of
current-law benefits, falling to 80 percent for 2088.

Payroll taxes into the DI trust fund were last adjusted by legislation enacted in 1994. In the early
1990°s, when performance of the DI trust fund deteriorated rapidly, policymakers felt they did
not have enough information to make decisions about how the program should be improved.
Instead, they provided 20 years of financing in order to gather data and explore options. Twenty
years have passed and legislation is needed to address the financing of the DI trust fund. Options
the committee could consider include: modifying the allocation of tax rates between the two trust
funds; modifying program benefits; modifying program revenues; or a combination of these
options,

Regarding Social Security’s long-term outlook, the 2014 Social Security Trustees’ report states:

“The Trustees recommend that lawmakers address the projected trust fund shortfalls ina
timely way in order to phase in necessary changes gradually and give workers and
beneficiaries time to adjust to them. Implementing changes soon would allow more
generations to share in the needed revenue increases or reductions in scheduled benefits.
Social Security will play a critical role in the lives of 59 million beneficiaries and 165
million covered workers and their families in 2014, With informed discussion, creative
thinking, and timely legislative action, Social Security can continue to protect future
generations.”

We believe that addressing Social Security’s financial challenges will require bipartisan
legislation reported out by the Finance Committee. Although developing a financially
responsible approach that protects and improves Social Security will be a complex task, we
believe our efforts can succeed if we work together.

Service Delivery

For both FY2014 and FY2015, the administrative resources of the Social Security
Administration inereased, which allowed SSA to hire more staff to improve service to the public
and perform more program integrity work. In September, SSA resumed mailings of the annual
Social Security statements to select workers over age 25. Earlier this year, SSA announced that
it would keep its nationwide network of 1,231 field offices open to the public for an additional
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hour every weekday except Wednesday. Additionally, for the past two fiscal years, the program
integrity “cap adjustment” mechanism was fully funded, increasing projected savings to the
federal budget.

The President’s FY2016 budget request for SSA administrative expenses is $12.5 billion, which
is a 6.0 percent increase relative to the FY2015 enacted amount. If that request is appropriated,
SSA will have received increased funding for three fiscal years which would allow SSA to
continue important program and service improvements, such as reducing the backlog of
disability hearings. The $707 million additional funding over last year’s level would cover the
$355 million increase in SSA’s fixed costs and allow continued investments in information
technology and staff. In past Views and Estimates letters, there has been bipartisan agreement
that the Budget Resolution should recommend no less than the President’s request for SSA’s
administrative expenses. We recommend the FY2016 budget resolution include no less than the
President’s request for SSA’s administrative budget, but emphasize that SSA must respond to
Committee requests for information in a timely and comprehensive manner, and should be as
transparent as possible when responding.

Program Integrity

Funding for program integrity can reduce improper payments and provide net budget savings.
Funding for Continuing Disability Reviews (CDRs) and Supplemental Security Income
redeterminations generate net projected savings to the federal budget. Current estimates indicate
that CDRs conducted in FY2016 will yield average projected savings of about $9 in net Federal
program savings per $1 budgeted for dedicated program integrity funding, including Old-Age,
Survivors, and Disability Insurance (OASDI), SSI, Medicare and Medicaid program effects.
Similarly, estimates indicate that non-medical redeterminations conducted in FY2016 will yield
average projected savings of about $4 on average of net Federal program savings per $1
budgeted for dedicated program integrity funding, including SSI and Medicaid program effects.

The Budget Control Act of 2011 (BCA) allows increases above the Federal Government’s
annual spending caps through FY2021 for program integrity purposes. If Congress appropriates
funds for SSA program integrity work, the discretionary spending limit may increase by a
corresponding amount up to a specified level. In FY2016, the BCA specifies a maximum “cap
adjustment” of $1.166 billion for program integrity funding above a $273 billion base. The cap
adjustment was fully funded for FY2014 and FY2015 and we recommend that the FY2016
Budget Resolution fully fund the cap adjustment as well. We note, however, that the BCA
funding schedule may be leaving “money on the table” in terms of net projected savings to the
federal budget. The Social Security Administration Inspector General (SSA IG) reported in
August that an update to the BCA funding schedule would allow SSA to eliminate the CDR
backlog by FY2018 and prevent its recurrence through FY2023. Under current law, the SSA IG
projects a CDR backlog of 382,500 in FY2018. The SSA G also recommended that SSA should
prioritize resources to perform more CDRs, and SSA agreed with the recommendation. The SSA
IG’s analysis and recommendations indicates that the Committees with influence over S5A’s
budget and polices should work together to revise the BCA cap adjustment to achieve optimal
savings for the federal budget.
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For FY2015 SSA is limited in the amount of resources that can be devoted to program integrity
work. The FY2015 appropriation law limits SSA to spending a total of $1.527 billion on CDRs
and SSI redeterminations: the full BCA amount of $1.396 billion plus an additional $131 million
from SSA’s administrative budget. Previously, appropriation laws did not limit how much SSA
could spend from their administrative budget on these activities. Absent this limitation. SSA
planned to spend approximately $360 million from their administrative budget on program
integrity in FY2013. The law requires that this funding ~ approximately $229 million - that
would have gone to additional program integrity work be “reprioritize[d]...to improve basic
services to the public.”™ The limitation is an effort to improve transparency and balance in the
spending decisions of SSA between program integrity and providing the level of service at field
offices, disability determination services and hearings oftices that workers and beneficiaries
expect. We believe this effort to focus autention on transparency and balance in the use of
resources is beneficial and hope that it continues.

Sincerely.

@%’ﬂ: P, lylere

Orrin Hatch Ron Wyden
Chairman Ranking Member
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Wnited States Senate

COMMITTEE ON FORE:GN RELATIONS
Waswnaton, DC 20510-8275

February, 27, 2015

Senator Mike Enzi

Chairman

Senate Budget Committee

624 Dirksen Senate Office Building
Washington, DC 20510

Senator Bernie Sanders

Ranking Member

Senate Budget Committee

624 Dirksen Senate Office Building
Washington, DC 20510

Dear Chairman Enzi and Ranking Member Sanders:

1 am writing to share my views on the baseline for the FY2016 International Affairs budget and programs
under the jurisdiction of the Committee on Foreign Relations, as required by Section 301 (d) of the
Congressional Budget Act of 1974,

QOur world is becoming increasingly complex with crises including the rise of ISIL, renewed Russian
aggression, and setbacks in democracy worldwide, hence U.S. leadership is required more than ever -
both for our own security and for globa! stability and prosperity. Yet, resources for the International
Affairs budget over the last 5 years have not even matched the enacted levels from FY2010. The percent
of the challenges facing our country from the international affairs arena far exceed the modest 1.5 percent
of funds allocated to address them. Congress has an obligation to enable U.S. global leadership and these
modest investments in the International Affairs Budget will do just that.

Some of the critical concerns I want to ask you and the Committee to consider include:

Cuba: I have long been committed to the strongest budget allocation possible for U.S. democracy
assistance funding to Cuba. Our support is critical to the Cuban people’s efforts to defend human rights
and fundamental freedoms, promote democratic values, and strengthen independent civil society actors in
their country. Through initiatives that provide training to human rights activists and independent trade
unionists, facilitate the development of independent media platforms, advance internet freedom, and
support political prisoners and their families, the U.S. is able to assist Cuba's rising democratic leaders. It
is imperative that this budget fund the President's request for the historical level of $20 million for Cuba
democracy programs.

Central America: [ fully support a budget allocation that matches the President's request for $1 billion
for a long-term, comprehensive strategy to strengthen economic growth, security and democratic
governance in Central America. This funding will be crucial to aid in the process of building a secure,
stable and prosperous Central America, region that's interests are inextricably linked with our own. By
atlocating $400 million to improve trade facilitation, transportation and border infrastructure, and energy
efficiency, as well as enhance workforce development, we are ensuring that the region becomes more
attractive for private investment which will bring forth sustainability. Likewise, a budget of $300 million
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for security programs that build community security, promote police reform, and attack organized crime —
will promote a safer environment in which citizens can thrive. Lastly, the nearly $250 million for
governance programs will play a crucial role in building the capacity of government institutions, target
corruption, increase the role of civil society, and strengthen the rule of law and independence of judicial
institutions.

National Endowment for Democracy: 1 support $150 miliion for National Endowment for Democracy
(NED) despite the Administration’s request. The NED’s wark globatly is essential today as it assists
those who are working to build democratic institutions and spread democratic valnes, The NED’s efforts
at fostering independent media, human rights and other demacratic institutions and values are more
critical than ever at this time when democratic transitions are stalling in country afier country.

Democracy Fund: | support continuing the $150 million for global democracy promotion efforts at the
State Department and USAID. The Democracy Fund supports credible and competitive elections, human
rights, tabor rights, and good governance — aft of which contribute to a more stable, prosperous and
peacefut world. As the global trend toward democratization appears to be waning, we need to ensure this
is a primary foreign policy priority for the United States, particularly in the most repressive countries -
Cuba, Russia, Iran, North Korea, South Sudan and Uzbekistan -- where democracy and democratic
advocates are threated.

Labor Rights: I support $65 million for the Department of Labor, Bureau of International Labor Affairs
which provides important assistance to address worker rights issues in 22 countries with which the United
States has free trade agreements or trade preference programs and for programs to combat exploitative
child labor internationatly and $10 million for USAID to support economic reforms that promote safe
working conditions and include working people in decisians that affect their jobs and their futures. These
programs play a critical role in ensuring American foreign policy and programs advance internationatly
recognized labor and human rights and improved living standards across the giobe. Bangladesh, for
example, requires robust funding for labor rights.

International Broadeasting: A comprehensive approach to advancing our national interests must include
a robust budget aliocation for U,S. Government’s international broadcasting and media services. Qur
ability to objectively inform international audiences about the United States and events in their own
countries counters foreign propaganda and strengthens support for democratic values, human rights,
uncensored internet access, and the work of independent media outlets — essential building blocks for free
and open societies. It is imperative that we prioritize full funding for critical areas where journalists and
press freedoms are under threat, including Cuba, China, Ukraine, and countries in the Balkans. It is
imperative that our efforts also include a focus on strengthening the institutional capacity of the
Broadcasting Board of Governars by initiating a reform process that best improves the effectiveness of
U.S. international broadcasting.

Countering Russian Pressure in Eastern Europe; The bipartisan Ukraine Freedom Support Act

authorized $350 milfion in defensive military assistance to Ukraine which requires the Congress’s fulf
support in order to raise the costs to Russia for its agpression. in addition, strengthening the government
through instituting government reforms, improving energy security, improving the rule of law, fighting
corruption, supporting civil society and independent media and other efforts will require sustained U.S.
government support and engagement. I fuily support inclusion of resources for defensive military
assistance in addition to the President’s request for $435 million in funding for Ukraine, $32 mitlion for
Moldova, and $51 million for Georgia.

Voluntary Contributions to IAEA to support Iran Oversight: The IAEA plays a critical role in
deterring the proliferation of nuclear weapons. It does this by monitoring and verifying the international




142

obligations states have agreed to and by detecting early any misuse of nuclear material or technology,
thereby alerting the world to potential proliferation. If there is a nuclear agreement with Iran which
places limitations on its nuclear weapons ambitions, the IAEA will play a central role in monitoring this
new agreement. The IAEA has asked for additional voluntary contributions to ensure it has the funding
its needs for the increased workload it will face if an agreement is reached. I urge you to ensure the IAEA
voluntary contribution is fully funded in the State Departiment’s foreign operations budget.

Global Health and PEPFAR: The administration has requested $8.181 billion for Global Health
programs including $5.756 hillion for PEPFAR to enable the Office of U.S. Global AIDS Coordinator to
pursue its plans to create an AIDS-free generation. It also contains funding for a $235 million
contribution to GAVY, the Vaccine Alliance, which will put us in line to meet the commitment the U.S.
made earlier this year to provide $1 billian over the next four years to support the organization, With this
and other contributions from the international community, GAVI plans to immunize 300 milfion children
and save an estimated 6 million tives by 2020.

Global Health Security: 1strongly support the Administration’s request for $50 million to support the
Globat Health Security Agenda. The Ebola outbreak exposed the how weaknesses in country-level
abilities to prevent, detect and respond to infectious diseases and biological threats could directly threaten
the health and welfare of the United States. Poor and developing countries especially need help in
establishing the procedures, regulations, protocols and capacity 10 do engage in these activities. However,
actions which defend against infectious biological threats are not enough to mitigate the devastating
effects of another wide scale cuthreak of a deadly disease such as the Ebola epidemic in West Africa,
‘While surveillance and reporting capabilities do need to be enhanced, the organizations, institutions and
systeins whose primary purpose is to improve overall health, including hospitals, clinics, educational
institutions, medical suppliers, government ministries, and laboratories must also be established. If such
systems had beea in place in West Africa, last year’s epidemic would have been significantly curtailed,
saving thousands of lives. The Administration’s request does not include a separate line item for health
systems strengthening, and 2 modest investment now could prevent the need for another muiti-bittion
supplemental and the deployment of U.S, troops.

Diplomatic Security: The Departiment of State has taken great strides to emerge from the lingering
shadow of the deaths of four brave Americans during the attack on the Benghazi consuiate. The
Department is faced with a daunting task (o reconcile the need for United States diplomatic facitities to be
open, welcoming, and physically represent the best of America and enabling U.S. foreign affairs
personnel to have the freedom and flexibility to do their jobs properly, while nevertheless ensuring that
they have the best possible protection from the myriad and constantly-evolving threats against them, We
may not be able to prevent every single terror attack in the future, but we ¢an -- and we must -- make sure
that our embassies and employees, starting with high-risk, high-threat posts, are capable of withstanding
such an attack. Such investments are not an extravagance, nor are they are not simply another budget
item. We must address both the construction of new embassies that meet security needs and we need to do
what we can to secure existing high risk posts where we need our people to represent our interests and
where new construction is not an option.

The Department has fulty embraced and has implemented almost alf 29 of the post-Benghazi
Administrative Review Board's recommendations, it is also moving forward to construct a Foreign
Affairs Security Training Center in Ft, Pickett, Virginia to consolidate in a nearby facility all of the
security training needs of diplomatic security and foreign affairs personnel, an effort that I fully support
and that | encourage you to do likewise. However, we in the Congress also have an obligation to do our
part to comply with the Administrative Review Board's recommendations to fully support the State
Departments’ needs. In this regard, t\The Congress must support and fully fund the administration’s
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FY2016 request for Diplomatic Security/Worldwide Security Protection and Embassy Security,
Construction, and Maintenance.

Afghanistan: The U.S. must continue to remain engaged in Afghanistan’s transformation 1o protect the
gains made and the vital interests of cur country. The Administration’s $1,225 million request will
suppatrt the new Afghan President in his bold efforts to improve governance, create economic
opportunity, fight corruption and build civil society. As the U.S. support to Afghanistan shifts from
stabilization to long-term sustainable development, we must hold the course to meet our policy and
security objectives.

Africa Initiatives: The Administration has requested $6.9 billion for Africa, a significant portion of
which is atlocated for Global Health initiatives. Contained in that reguest is $312 million for Governing
Justly and Democraticaily, which [ believe is critical in building stable democratic institutions, and in
addressing some of the causes of instability across sub-Saharan Africa. [also support the President’s
request of $76.7 million for the Power Africa Initiative, which is crucial to increasing access fo reliable
and sustainabie electricity in sub-Saharan Africa and expanding American investment opportunities in a
rapidly grawing region. Encouraging private sector investment in the energy scetor via the Power Africa
initiative helips African governments overcome a significant barrier to fuily hamess the growth potential
of their respective couniries.

Export and Invesiment Assistance Agencies: 1 believe that robust funding for the economic programs
under the Function 150 account is crucial for strengthening our economic recovery and creating jobs here
in the United States. The export and investment assistance agencies — the Export-Import Bank (Ex-Im),
the Overseas Private Investment Corporation (OPIC), and the U.S. Trade & Development Agency
(USTDA) — are critical tools for identifying and financing business opportunities abroad, Both Ex-Im and
OPIC are seif-funding and returned nearly $900 million to the Treasury in FY 14, while USTDA
generated over $76 in exports for cach dollar of programming. The multilateral development banks help
10 generate economic prosperity in developing countries and open markets to American business. The
Administration is seeking funds for the first general capital increase of the North American Developiment
Bank, which vitally focuses on projects to preserve and enhance environmental conditions and the quality
of life of people living along the U.S.-Mexico border. The Intcmational Monetary Fund, which is still
awaiting Congressional approval of the U.S.-initiated 2010 reform package, serves to safeguard global
financial stability and remains the sole international institution which monitors currency manipulation
among major U.S. trading partners. 1 therefore fully support funding for these agencies at the levels of the
President’s FY 16 budget request.

Complex Crisis Fund: Complex Crisis Fund (CCF) managed by USAID allows for a rapid, flexible
response to emerging or unforeseen crises to address stabilization or security needs. When conflicts
escalate or erupt into violence it is imperative that flexible funding be available to civilian actors to
undertake prevention, reconstruction, and crisis response activities. In FY'15 the administration request
was $30m and $50m was appropriated. I support at least a straight-line appropriation for FY16. Even
with $50m in FY15, the fund was depleted before the Ebola crisis hit and CCF could only support one
small program in Guinea, to stem violence related to Ebola.

International Disaster Assistance and Food for Peace: There is an almost unprecedented level of
humanitarian crises and internal displacement at the moment, including Syria and ISIL, South Sudan,
Ukraine, Central African Republic, among others, [ support the Administration’s request to provide a
greater percentage of IDA and FFP resources from the enduring accounts, but Congress should support
straight-lining the top line levels from FY 14 at $1335 mitlion for IDA and 31446 million for FFP (Title
H). The humanitarian needs whether from conflict or natural disaster have in no way diminished over the
last year.
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Refugee Assistance: For the first time in many years, the number of refugees around the world has
begun to dramatically increase due, in part, to the crises in Iraq, Syria, South Sudan, and elsewhere. The
demands for support, protection and permanent solutions for refugees, including some of the most
vulnerable populations, require Congressional support. The proposal to increase the percentage of
funding drawn from the enduring account is a move in the right direction. The overall funding levels
however should be maintained at last year's level $3,059 million for MRA and $50 miltion for the ERMA
account.

Climate Change: 1 support continued robust funding for the Global Climate Change Initiative. This
program not only promotes clean energy projects, assists developing countries prepare for the effects of
climate change, and promotes stability consistent with our national security interests, but it is also
essential to our leadership role in convincing developing nations like China lower their climate emissions
as well. In particular, | want to voice my support for the President’s proposed $500 miltion contribution to
the new Green Climate Fund (GCF).

I appreciate your consideration of these views, and | look forward to working with you on the budget
resolution,

Sincerely.

Robert Menendez
Ranking Member
Senate Foreign Relations Committee
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Wnited States Senate

COMBMITTEE O FOREIGN RELATIONS
Wasimnaron, 00 20810-6275

February 27, 2015

Dear Chairman Enzi and Ranking Member Sanders:

1 am writing to share the views and estimates of the Committee on Foreign Relations
regarding the [nternational Affairs budget for FY 2016, as required by section 301{d) of the
Congressional Budget Act.

Investing in diplomacy and development is critical to the security and economic interests
of the United States. However, our massive national debt is one of the biggest threats to our
national security and a serious impediment to our economic growth. We need to get back into
the habit of balancing the budget, which means we must make some difficult choices. Until we
can make desperately needed reforms to entitlements, we will need to reign in discretionary
spending.

The President’s $54.8 billion request for international affairs in FY 2016 represents eight
percent growth over FY 2015. Not only does the request violate the spending caps put in place
in 2011, it also completely ignores our current fiscal reality.

I support the Budget Control Act caps established in 2011 and believe that all
discretionary programs, including international affairs, should be able to make the tradeoffs
required to live within them. The caps allow for an essentially flat budget in FY 2016 and
modest growth after that. This seems reasonable to me after over a decade of steeply rising
international affairs spending. The Administration argues that the FY 2016 international affairs
budget must compensate for a stecp decline over the past few years. But while it is true that
international affairs funding has dropped by 3% since 2012, it has risen by 128% since 2000.

The FY 2016 President’s request for international affairs includes over $7 billion for
overseas contingency operations (OCO). This special pot of money, which does not count
towards the spending caps, was supposed to be focused on urgent needs, principally the conflicts
in Iraq and Afghanistan. Instead, OCO is now used to pay for expansive spending requests in
order to circumvent current budget limitations. OCO has served as a mechanism for avoiding
difficult decisions for too long. It is time to start budgeting for essential missions in the enduring
budget and re-prioritizing resources when unforeseen requirements occur.

I believe that the budget for FY 2016 should adhere to the Budget Control Act caps and
that the Senate should authorize and appropriate within those limits. One of my top priorities for
this year is to complete a State Department authorization that makes the Department more
efficient and effective within a sustainable budget. [am confident we can achieve this by taking
a hard look at issues such as the following:
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» QOrpanizations within the Department that are bloated or duplicative, such as the
Counterterrorism Bureau (which lacks a uniquc mission) and the Conflict Stabilization
Operations Bureau (which is still struggling to find a mission);

» Poor evaluation of forcign aid’s effectiveness and the lack of transparency in haw it is

reported;

» Special pay policics for foreign service officers, the “wage gap” for locally employed
staff, and Government-wide pension reform that would also bring down the cost of

foreign service pensions;

s The glut of senior leaders and special envoys, and the failure of State to conduct a serious

review of its top-heavy nature;

» Untapped potential for fee collection on some services provided through the American

Spaces program abroad; and

s  The Dcpartment-wide fack of performance indicators.

I would also like the Budget to facilitate the long-overdue reorganization of the U.S.
international food assistance program, Food for Peacc. While I appreciate the history of the
program that aligned the abundance of the U.S. agriculture sector with our foreign assistance
goals, Food for Peace is undermined by efforts to promote domestic food security and U.S.
military sealift capacity through a program primarily meant to alleviate hunger around the world.
While Food for Peace accounts for a paltry 1.41% of net farm income and 0.86% of agricultural
exports, the inefficiencies caused by these additional objectives leave up to 12 million desperate
people out of our reach. The Budget should make room for this program to operate with
maximurn flexibility to bettcr promote stability around the world by delivering lifesaving food to

those in need moere quickly and at a lower cost.

Thank you for considering the Committee’s views as you shape the FY 2016 budget.

VARSI IO S———

Bob Corker
Chairman
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February 27, 2015

The Honorable Michael Enzi The Honorable Bemnard Sanders
Chairman Ranking Member

Senate Budget Committee Senate Budget Committee

624 Dirksen Senate Building 624 Dirksen Senate Building
Washington, D.C. 20510 Washington, D.C. 20510

Dear Chairman Enzi and Ranking Member Sanders,

I believe strongly that budgets are much more than numbers on a page. Budgets arc statements of our
country’s values and priorities. They offer a critical opportunity to plan for our country’s future, because
the investments we choose to make—or not make—-shape not only where we will be in the next ten years,
but for decades to come.

My response to your request for the views and estimates of the Senate Health, Education, Labor, and
Pensions Committee reflects this belief, and therefore focuses first and foremost on ways to create jobs
and economic growth built from the middle out, not the top down. This means raising wages and ensuring
workers have more economic security on the job, with policies that ensure equal pay for equal work,
protect workers’ rights, and allow workers to earn paid sick leave.

Growth from the middle out also requires investing in education from cradle to career, through early
education, high-quality public schools for ali students, and expanded access to higher education and job
training. And a strong middie class is one in which hardworking seniors can retire with dignity—so this
letter discusses ways we can help more seniors have the secure retirement they’ve earned from a lifetime
of work.

To strengthen and expand the middie class, we also need to continue working to build a heaith care
system that puts patients and families first, The Affordable Care Act was a critical step toward this goal,
but the work didn’t end when it passed. And so, when it comes to health care, this letter lays out ways we
can move toward more coverage, not less, more affordability, not less, and higher quality, not less—
principles that Republicans and Democrats should be able to agree on. It also identifics key investments
in research and development, especially in the biomedical sector, which will promote innovation for
patients and maintain our country’s leading role in advancing medical science. And critically, this letter
outlines ways we can and must continue to defend a woman’s constitutionally guaranteed right to make
her own choices about her own body.

Each of these priorities would help expand opportunity and growth, but there are many more investments
we need to make to truly build an economy that works for everyone, not just for those at the top. That is
why, in addition to laying out thesc priorities, the Democratic views and estimates letter for the Heaith,
Education, Labor, and Pensions Committee calls for a budget approach that continues to tackie our long-
term budget challenges responsibly while investing in jobs and growth in the near term.
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Replacing sequestration in a fair and responsible way is a critical part of this approach. The budget deal |
reached with Chairman Ryan showed that both sides agree sequestration isn’t sustainable. But as our
agreement runs out, Democrats are ready to come together again to restore investinents in education,
infrastructure, research, defense jubs, and more. Instead of returning to the days of brinkmanship and
dyslunction on the budget, 1 hope Republicans will reconsider the approach we've seen so far and join us
at the table to work together on a responsible budget that helps create jobs, strengthens our cconomy. and
shows our constituents that we can work across the aisle to deliver results.

[ appreciate the opportunity to sharc these views and cstimates, and look forward to working with you to
create jobs and expand opportunity for the families and communities we serve.

Focus on Jobs and Economic Growth Built From the Middie Out, Not the Top Down

Although the economy is now moving in the right direction after pulling back from the brink just a fow
years ago, we still have a lot of work to do to build a truly strong economy that benefits everyone, not just
the privileged few. More workers are getting back on the job, more businesses are expanding—but too
many working families remain feft behind, and we can’t afford to simply sit hack and watch.

In recent decades, the benefits of a growing economy have flowed overwhelmingly to those already at the
top of the income ladder. Wages for American warkers stopped growing, cven as productivity and profits
continued to soar. Inequality in both income and wealth began to rise, and the middle class began to
shrink.

One response to these trends was to cut taxes for the richest amang us, hoping that big businesses and
wealthy individuals could spark a more vibrant, shared prosperity. We know now, conclusively, that
approach does not work. Instead, we must focus our attention on the real drivers of American growth: the
middle class. Trickle-down economics has failed; let’s give middie-out economics a real shot.

Boosting Wages and Protecting Workers’ Rights
Any Scnale budget should recognize the need for working families to have access to basic labor
protections. That is why we must prioritize raising the minimum wage, providing access to paid sick leave

and protecting the rights of workers to organize.

Giving workers across the country a raise

No one in America who works hard in a full-time job sbould have to live in poverty. But today’s
minimum wage at $7.25 an hour leaves millions of families struggling 1o make ends meet, even as they
work longer hours for lower wages. A rock-bottom minimum wage hurts families, as three quarters of
these earners are adults and nearly two-thirds are women, according to the Burcau of Labor Statistics. We
must raise the minimum wage to make sure our economy works for alf families, not just those at the top.

Raising the minimum wage will afford workers the opporaunity to fully participate in the economy,
finally make ends meet, and get ahead. It would not only give millions of minimum wage workers a raise,
it would alse boost wages for many who already earn more than $7.25 an hour. And this boost in
compensation will jumpstart cconomic activity for businesses and create additional jobs, so this isn't just
good for families - it's good for our economy and for our budget.

Providing paid sick davs so workers aren’t pusished for taking care of themselves and their loved ones

Another basic labor protection that more than 43 million workers in the private sector lack is access to
paid siek davs. That forces many Americans to make the difficult choice of losing a day’s pay ~ and in
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some cases losing their job - or showing up to work sick and potentially spreading an illness to others.
Even when workers have personal sick days, those might not cover the times when a child is ill and needs
10 stay home from school. That forces many parents to make the impossible choice of caring for their
family or risking their livelihood.

That is why I am championing “The Healthy Familics Act” that would allow workers to carn up to seven
paid sick days a year to care for a family member and to address personal medical necds. This legisiation
will help workers and increase economic secarity, while taking an important step toward making sure our
economy works for all families, not just the wealthiest few,

Making sur¢ workers can have a seat at the table

To build a strong middle class, workers need to have a seat at the table. It's not a coincidence that when
more workers can stand up for their rights, wages increase, workplaces are safer, and access to health care
goes up. That is why I will remain vigilant in overseeing the effective and efficient operation of the
National Labor Relations Board and promoting and strengthening workers’ rights against unwarranted
and highly politicized attacks. The free exercisc of those rights helped build America’s middle class.

Investing in education and opportunity from cradle to career

Investments in education, from early childhood programs through college and career training, are some of’
the smartest and most important the federal government can make. Economists have long studied the
returns to education and generally agree that both the student and society as a whole reap enormous
benefits. Failing to invest in schools, student aid, and worker training increases the skills gap, furthers
income inequality, and fails to fully tap the potential of our greatest resource—the American people. This
is a bad outcome for our students, workers, and businesses, and it would be devastating for our economy
over the long term. Any Senate budget should acknowledge that investments in education and training are
critical o our nation’s long-terin prosperity and competitivencss and ought to be protecied and enhanced.

Heiping every child get a strong start

To remain competitive in a global cconomiy, our nation must provide all students with a world-class
education that puts them on a successful path to college and carcer. Research shows that a child’s early
years arc a critical development stage, and early childhood education offers bencfits that extend through
the first years of school and beyond in terms of both cognitive and non-cognitive skills. The Senate
budget should recognize that high-quality investments in early childhood investments result in better
hrealth, leaming, and economic outcomes for children later in life.

Preschool

As a former early childhood educator, T know how important it is for all children to have access to quality
preschool. That is why 1 strongly believe that we must make new investments to make voluntary, high-
quality preschool programs available to as many familics as possibie. This expansion of high-quality
preschool will help allow more children to arrive at kindergarten ready to succead. | plan to reintroduce
the Strong Start for America’s Children Act, a landmark piece of legislation that would make historic
investments to ensure that low- and middle-income children have access to early childhood education. In
addition, the Senate budget should include strong support for Head Start and Larly Head Stari. These core
commitments currently serve almost one million low-income children nationwide, cnhancing their
cognitive, soeial, and emotional development.

Home visiting
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Parents are their child’s first and most influcntial teacher. That’s why I support extension and expansion
of the Maternal, Infant, and Earfy Childhood Home Visiting (MIECHVY) Program, which was enacted in
the Aflordable Care Act. This program improves maternal and child health and increases school readiness
in vulnerable populations by delivering voluntary parent education and family support services directly to
parents with young children. The home visiting program funds effective, research-based, and cost-
cfficient early learning opportunities, and should be extended and expanded.

Child Care

Research has shown that parents receiving child care subsidics are more likely to be employed, work
more hours, sustain employment, and earn higher wages than their peers. And perhaps even more
importantly, child care costs create a significant burden for many low and moderate income families. The
Senate budget should make room for significant new investments in child care support to help alleviate
this burden. This includes investing in the Child Care and Development Block Grant {CCDBG), which
provides vital support for working families and assists in closing the achievement gap between low-
income children and their more affluent peers. In 2014, the President signed a CCDBG reauthorization
into law. This important new statute will help ensure that children across the country receive safe, high-
quality child care. To ensure that the new provisions enacted by Congress are implemented successfully
by states, funding for CCDBG should increase to absorb the increased cost of the new requiremenis
without reducing services to low-income families. Finally, although it is cutside of the direet jurisdiction
of the Senate Health, Education, Labor and Pensions Committee, [ want to urge the Senate budget to
make room for a significant expansion of the Child and Dependent Care Tax Credit.

Ensuring a high-quality primary and secondary education for all students

The nation’s cconomic future is dependent on a strong, educated workforce. Today, however, many
schools are struggling to prepare our young people for success. Roughly 20 percent of students do not
gracuate on time, if at all. The achievement gaps between white students and students of color and
between students with disabilities and their peers continue to be a pervasive problems that deserve federal
attention and increased resources.

The failure to fully tap the potential of all young Americans has direct and damaging economie
consequences. Students who do not complete high school earn about 266,000 less over their lifetimes
than their peers who graduate, according to a study from Princeton University. Those with a high school
diploma or less are more likely 10 be unemployed. and to be among the long-term unemployed. A study
from Columbia University found that, if the country’s 23 million high school dropouts had instead gone
on to graduate, the country would garner more than $45 billion annually in increased federal and state
income taxes. And as we struggle to prepare our students, other countrics gain 2 significant and lasting
advantage. U.S. students today lag behind many of their international peers in literacy, math and science.

The Senate budget must reflect the need o invest in our nation’s young people and ensure a safe and
quality learning environment for all students. It should strongly support elementary and sccondary
cducation funding to states and districts, including for programs iike Title |, to improve the education of
low-income children, and the Individuals with Disabilitics Education Act. which provides early
intervention and special education scrvices to children with disabilities. Additionally, continued
investments in literacy, §TEM, and career and technical education programs will help chsure that students
are on a path o college and career readiness by high school graduation.

Expanding access to higher education and job training
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Continuing education and job training after high school remain the best paths to the American Dream.
Few dispute that there is a growing need for post-secondary degrees and credentials to confer skills that
ermployers demand, today and in the fiture. Unlostunately, far from providing a ladder of opportunity, our
current higher education system is a barrier to mability for far too many. Today, a student from the top
income quaitile is 8.5 times more likely to acquire a bachelor’s degree by age 24 than a student from the
bottom income quartile, according to the Pell Institute. A budget that values the middic class and
cconomic mobility will prioritize investments in college affordability and expanding job training
opportunitics.

College Affordubility

The average cost of college has risen from $8,858 in 1974 to $20,234 in 2012-13, adjusted for inflation,
according to the National Center for Education Statistics. The Institute for College Access and Success
reports that 7 in 10 college seniors who graduated from public and private nonprofit college in 2013 had
student loan debt, with an average of $28,400 per borrower, and cumulative student {oan debt is now
more than $1.2 trillion. The Senale budget nst help make college dramatically more affordable for
students and their familics and must address the crushing burden of student loan debt.

The causc of the affordability crisis has many roots. Funding public higher education is a shared
responsihility between the states, federal government, and students, Unfortunately, the vast majority of
state ificantly cut support for higher education and shifted enormous burdens onto students and their
families in response to fiscal crisis in the Great Recession. In 2012, per-student spending by states
reached its lewest level in 25 years, according to the State Higher Education Executive Officers
Association, and has only marginally increased since then. Between 2008 and 2012, the vast majority ol
stare governments decreased direct support of public colleges. Institutions responded by raising tuition,
relying on students and their families to pick up the slack. This cannot continue, but we must also ask
states and cotleges to be part of the solution. To that end, the Senate budget should incorporate proposals
to reduce college costs while expanding postsecondary access and improving completion. Colleges should
be accountable for high-quality outcomes that don’t leave students with debts they cannot repay.

As someone who depended ou federal grants myself, | know that Pell Grants and student loans are two
other important ingredients to making college attainable and affordable for more students. Unfortunately,
the purchasing power of the Pell Grant is at a record-low; the maximum award now covers just 27 percent
of college costs. At a minimum, Pell Grant mandatory funding should be maintained so that the value
does not erode further, the maximum award should continue to rise with inflation, and curreat student
eligibility should be protected and expanded. The Pell Grant should also be made available fo allow
students to attend school year-round.

While we expand investiments in grant aid, we must also ensure that students have access to educational
toans that are cquitable and affordable, and have a variety of repayment options and consumer
protections. More than 10 million undergraduates per year borrow from the federal government precisely
because it helps them pay {or college and comes with reasonable repayment options and consumer
protections not eurrently offered by private lenders. Over a quarter of these foans are subsidized for low-
and- middle-income students. The Senate budget should keep student loans affordable by retaining
subsidized loans and income-driven repayment programs that allow students to pay down their debt as an
affordable percentage of their income. Furthermore, it would be a mistake to change accounting methods
on student foan programs from the current system—uwhich accurately measures actual fiscal impacts—to
one thar inaccurately includes non-budgetary costs and would overstate hoth the amount of spending and
size of the annual deficit.

Jok Training
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If our workers do not have the skills they need to fill the jobs of today and tomorrow, our economy and
businesses pay the price. Fortunately, last year Democrats and Republicans came together to reauthorize
the Workforce Investment and Opportunity Act, which was an important step in the right direction.
Unfortunately, U.S. investment in employment and training programs stitl lags far below that of other
countries. According to the Organisation for Economic Co-Operation and Development, in 2011, we
invested just 0.14 percent of our GDP on active labor market programs (training, counseling, job
matching, ete.), while South Korea invested 0.33 percent of its GDP, Germany invested 0.79 percent of its
GDP, and Denmark invested 2.26 percent of GDP, just to name a fow. Funding for the three major grant
programs under Title | of the Workforce Investment Act fell more than 25 percent between 2000 and
2014. The Senate budget should help us move toward reversing these troubling trends.

Helping workers build a sccure, dignificd retirement

After a lifetime of hard work, everyone deserves the opportunity to five out their golden years with
dignity and financial independence. But for most of the middle class, the dream of a secure retirement is
slipping out of reach. Half of Americans have less than $10,000 in savings. For some, traditional, defined
benefit pension plans continue to do an excellert job providing families with a secure retirement, but
millions of working people simply do not have access to a quality retirement plan at the workplace.

Women often find it particularly difficult to prepare for retirement. On average, women earn just 77 cents
for every dollar a man earns, which equates to a $400,000 difference over a lifetime. That could make the
difference between retiring with dignity and struggling just to keep the heat on. Women's caregiving
responsibilitics also take a toll on their financial security. This year, I intend to move forward with
legislation to improve retirement sceurity for women by expanding access to the system, expanding
consumer protections, and improving financial literacy.

I am also very supportive of the President’s budget proposal to give long-term, part time workers access
1o their employers® retirement plans. Women are twice as likely as men to work in part time positions, so
the President’s proposal would have a profound impact on mitlions of working women. [ also commend
the President for his plan to support pilot projects to implement different approaches to increasing
retirement plan coverage in the states, and | urge the Budget Committee to produce a plan that
accommodates these efforts.

, Social Security is a core component of creating a secure future for American families. Our Social
v system provides most of the income to more than 2 out of 3 seniors, preventing 22.2 million
Americans from falling into poverty And the disabifity program provides earned benefits to nearly 9
million Americans with disabilities, including 4.4 million children. We owe it to the millions of
hardworking Americans who have paid into this system to protect it, and ensure that ali families can live
in dignity when a disability strikes, an early death oceurs, and after retivement. The Senate budget must
make clear that we will maintain this foundational commitiment to Social Security Retirement and
Disability benefits,

Continue to build a health care svstem that puts patients and familics frst

To strengthen and expand the middle class, we need to continue building a health care system that puts
patients and familics first. There arc some simple, but important, principles that should guide our efforts
and on which both Republicans and Democrats should be abic to agree. First, we should pursue more
accessibility to health insurance and health care. Policies that result in fewer people being insured must be
discarded. Second, we should pursuc greater affordahility. The Senate budget should not include policies
that would increase costs for workers and families. Finally, we should pursue higher health care quality
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for all. We should work to identify key investments in research and development, especially in the
biomedical sector, which will spur advances for patients and uphold our country s tradition of leadership
in innovation. This also means we must continue defend a woman’s constitutionally puaranteed right to
make her own choices about her own body

More access, more affordability, and higher quality health care

For the first time in decades, we have made significant progress toward ensuring that all workers and
families have access to comprehensive, affordable health insurance, thanks to the Affordable Care Act. In
2014 alone, over 11 million people gained health insurance coverage on the new Marketplaces and
miliions more through Medicaid. These advances in health care access have been made possible by a
myriad of critical supports such as risk adjustment, risk corridors, reinsurance and of course, subsidies for
low and moderate income families. Undennining these supports would result in fewer families having
access to health insurance, and move our country backwards when it comes to expanding coverage.
Instead, the Senate budget must build on the progress we’ve made and provide for the necessary state and
local resources to help Families sign up for coverage, support programs that help stabilize the market and
bring down premiums. and invest in inproving quality of care for familics and communitics across the
country.

Strengthening public heaith and preparcdness

Prioritizing disease prevention and public health not only keeps American families healthy and safe, it
also reduces health care costs. In fact, investments in evidence-based community prevention programs,
such as those that prevent obesity and combat tobacco use, could save the country $3.60 for every $1
spent, according to Trust for America’s Health. Building and sustaining state and local public health
infrastructure, which will allow us & respond more effectively o public health threars of ali kinds, must
be a priority. Likewise, maintaining the Affordahle Care Act’s Prevention and Public Health Fund, and
ensuring that it is investing in lifesaving public health programs, is an essential part of realizing the full
potential of prevention.

The Federaily Qualified Health Centers program provides high quality, low-cost primary care to more
than 22 million patients in over 9,000 focations across the country, almost hall of them rural. These vital
health care professionals face a funding cliff in October of this year, reducing their operational funding by
as much as 60 to 70 percent. It will be difficult 10 find the discretionary appropriations to Gl this gap.
Therefore, T urge you to provide the resources to conlinue funding this program beyond 2016 as
mandatory 1o ensure that we can continue helping workers and families across the country get the care
they need when and where they necd it,

Menta! Health

Access to mental health care is as critical to overall health as access to physical health care. Mental illness
often begins in childhood and adolescence, yet only one in five children with a diagnosable mental health
condition is receiving appropriate treatment. As we explore ways to improve prevention, early
intervention, and treatment of mental illness, it will be critical to maintain our investments in programs
funded through the Substance Abuse and Mental Health Services Administration.

ree, Training
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As more Americans get covered, and as an aging population requires more care, we need to invest ina
health care work force that is prepared to meet increagsed demand. To ensure we have the workforce to
meet our future needs, we must continue investing in critical health care training programs such as the
Title VIl and VI programs, as well as the children’s hospitals graduate medical education and teaching
health center graduate medical education programs. The National Health Serviee Corps (NHSC) also
faces a funding cliff in October of this year. The curcent mandatory funding, which expires at the end of
this fiscal year, represents 100 percent of the NHSC’s operational funding. Mandatory funding for the
NHSC should be included in the Senate budpet. We must also maintain our investments in teaching heaith
centers and children’s hospitals graduate medical education programs and other important training
programs.

Advancing medical innovation for patients and families

Maintaining a world-class health care system, and prioritizing the health and welibzing of all Americans
will require a serious commitment to investing in research and technology. We cannot hope to make
medical breakthroughs, combat new health threats, or protect families from unnecessary harm if we do
not invest in these areas

The United States must remain at the global foretront of biomedical research. Our National Institutes of
Health is the largest source of such medical funding in the world, funding thousands of scientists in
research institutions in every state and creating jobs and helping businesses across the country. The
lifesaving research supported by NIH ensures continued medical discoveries that lead to invaluable
treatments and cures and keep families healthier. The Senate budget should include enhanced resources
for such crivcal research efforts

Food and Drug Administration

Families and communitics across the country rely on the Food and Drug Administration to help ensure
the food they cat and the medicines they take are safe. Full implementation of important measures to
protect consumer and patient health, including the Drug Quality and Security Act (DQSA), enacted in
November 201 3; the Food and Drug Administration Safety and Improvement Act {FDASIA), enacted in
July 2012; and the Food Safety and Modernization Act (FSMA), enacted in January 2011; and the Family
Smoking Prevention and Tobacco Control Act, enacted in June 2009, will require robust funding. 1t is
vital that we continue to support FDA’s efforts to fully implement FSMA, a law central to protecting our
food supply to keep families safe from foodborne iliness. And we must also ensure that the FDA has
adequate resourees to fully implement the DQSA, which we passed to help ensure that compounded drugs
are safe for all families, and to avoid tragic deaths like those associated with drugs compounded by a New
England pharmacy in 2012. 1 urge you to support increased investment in the FDA 10 help the agency
fulfill its mission and protect consumer and patient safety,

Health Information Technology

The Office of the National Coordinator for Health Information Technology (HIT) is continuing to work
towards the interoperability of HIT by setting policy, standards, and programs that help providers and
patients get the information they need, when they need it. We must provide the Office of the National
Coordinator for HIT with sufficient funding to identify and harmonize standards, expand its certification
program, and develop a governance approach that promotes collaboration across industry and
government.
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Profecting a woman’s right to make her own choices about her own body

Too often, health issues that disproportionately or exclusively alfect women are either ignored or actively
pushed aside. Over the past several vears, as Democrats have fought to protect a2 woman's right to make
her own choices about her own body and worked to expand access to critical women’s health care
services, many politicians and pundits have dismissed or relegated to the background the growing health
concerns of women across the country. [ urge the Budget Committee to reverse this disturbing trend and
make women's health a priority.

v

Title X clinics play a critical role in women's access to family planning services. These clinics provide
services regardiess of one’s ability to pay, making them a safety net provider for families across the U.S.
Furthermore, because these clinics usually specialize in providing family planning services, other health
centers often refer their most challenging paticnts to Title X clinies. As a result, Title X clinics care for
patients with both high needs and low resources. It is not surprising, then that Title X clinics often face
severe financial challenges,

This financial strain is anplified by the fact that providers of Title X scrvices are still subject to the same
requirements as their pecrs, lnvesting in our Title X clinics must be a pricrity to protect the safety net of
care for working familics. The program has had no funding increase for the past two years, a pattern that
should end this year.

Family violence prevention and services

The Budget should also strongly support emergency shelters and related assistance to victims of domestic
violence and their children. Federal support is critical to keeping the lights on in domestic viclence
shelters across the country. In addition to shelter, federal funds provide supportive scrvices for legal
advocacy, counscling and safety planning. Robust funding also helps build the capacity of the National
Domestic Violence Hotline, to ensure timely responses and counscling.

Building on the Bipartisan Budget Act

Over the past several years, one of the obstacles to restoring robust growth and strengthening the middle
class was the near-constant spree of manufactured budget crises. These dangerous moments of political
brinksmanship created unnecessary uncertainty and damaged economic optimism. 1 am proud that then-
House Budget Chairman Paul Ryan and | were able to work out a bipartisan compromise budget deal that
should hopefully put those days behind us. This year’s Senate budget should reflect the principles and the
spirit of that bipartisan agreement.

First and foremost, we must again cance! and restore the cuts 1o discretionary funding levels from
sequestration for 2016. One of the key aceomplishments of the Bipartisan Budget Acl was to raise the
statutory caps on discretionary spending and avoid the full brunt of sequestration. Both Republicans and
Democrats agreed that those “sequestration” caps damaged key investments in jobs and growth and
needed to be raised. The same is true going into fiscal year 2016. If we do not adjust thesc mindless and
unnecessary Hmits, critical priorities such as biomedical rescarch and investments in education, among
many others, will suffer. The Senate budget should include more reasonable levels that avoid the harm of
sequestration, as we did in the Bipartisan Budget Act. The Senate budget should also ook to the
Bipartisan Budget Act as a roadmap for how to address sequestration, with relief provided equally to
defense and nondefense, offset by a mix of new revenue and reductions in inefficient programs.
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The damage of sequestration came on top of the damage done by repeated showdowns over the debt limit.
These showdowns served little purpose other than to rattle the financial markets and call into question the
{ull faith and credit of the United States of America. This is a mistake that we cannot afford to make
again. The Senatc budget should be another step toward making clear that future debt limit increases will
not be marred by more dangerous brinksmanship.

It is also important to recognize that the priorities and investments discussed above arc not the only ones
that are needed to address our national challenges. One of those challenges is the long-tcrm sustainability
of the federal budget. The Bipartisan Budget Act was a much needed solution to a more immediate
problem, but the principle of a balanced approach is onc that shovld be emulated when tackling the
longer-term fiscal ehallenges. There is simply no way to responsibly invest in our workers. our families
and our economy, meet many other national needs, and reduce our long-term budget gap without asking
the wealthiest Amcericans and biggest corporations to pay their fair share.

Finally, 1 want to urge the Senate Budget Committee to refrain from including reconciliation instructions
in the Senate Budget Resolution that would direct committees to make unnecessary and damaging cuts to
jobs, economic growth, and critical national and middle class priorities. Though therc are certainly times
when reconciliation can be appropriate, using that process to speed through unpopular, needless and
partisan programmatic cuts without proper scrutiny or debate would be a mistake. Instead, I hope that the
Budget Committee uses the Bipartisan Budget Act as an example and searches for common ground and
fair compromiscs,

Conclusion

This letter deseribes just a few of the many priorities for the Health, Education, Labor and Pensions
committee. As Ranking Member, there arc many other priorities | plan to focus on as well, but the topics
covered are representative of the approach I would urge you to take. In the coming weeks, Congress will
have the opportunity to work together to lay out a budget that reflects the values and prioritics our
constitucnts carc about most—beginning with expanding economic oppartunity through good jobs and
higher wages for all. While [ know there are clear differences between Republicans and Democrats when
it comes to the budget, we've shown before that we can break through the gridlock and dysfunction to
deliver results for our constituents, and [ fook forward to working with all my colleagues to do so again.

Sincerely,

Ranking Member
Committec on Health, Education, Labor, and Pensions
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February 27, 2015
The Honorable Mike Enzi The Honorable Bernie Sanders
Chaimman Ranking Member
Senate Budget Committee Senate Budget Committee
624 Dirksen Senate Building 624 Dirksen Senate Building
Washington, D.C. 20510 Washington, D.C. 20510

Dear Chairman Enzi and Ranking Member Sanders:

Pursuant to Section 301(d) of the Congressional Budget Act, I am responding to your letter dated
January 27, 2015, requesting a views and estimates letter for FY2016 programs and activities
that fall under the jurisdiction of the Senate Committee on Health, Education, Labor and
Pensions (HELP).

It is time to start balancing the budget and living within our means. Since President Obama took
office, our national debt has increased by $7.5 trillion. Total federal debt now exceeds $18
trillion with no clear sign of slowing, According to the Congressional Budget Office (CBQ),
discretionary spending—which pays for national defense, national labs, national parks,
education, and infrastructure—is being crowded out by mandatory spending and interest on the
debt. Discretionary spending made up 34 percent of the federal budget last year, but by 2025
will only make up 23 percent of the federal budget — the rest will go to mandatory programs and
interest on the debt.

In August 2011, the Budget Control Act reduced spending for every dollar Congress raised the
debt ceiling. This was a welcome change in behavior I was glad to support. If Congress did this
kind of dollar-for-dollar reduction in spending every time a president asked Congress to raise the
debt ceiling, we would balance the budget in 10 years. Balancing the budget is exactly what our
goal should be, and families in America do it every day.

These spending reductions were an important step, but they are just one step—and no one should
underestimate how difficult the next steps will be. According to the Congressional Budget
Office two-thirds of all federal spending goes toward entitlement programs like Medicare,
Medicaid and Social Security, as well as interest on the debt. In addition it is projected that by
2030 Medicare, Medicaid, Social Security and interest on the federal debt will equal all federal
tax revenues. The Medicare trustees have said that within 15 years, the Medicare program will
not have enough money to pay all of its hospital bills. Authorizing committees must focus on
reforming entitlements, and prioritize discretionary spending to reflect the lower spending caps
that will be in place through fiscal year 2021.

If we can meet the goal of getting our entitlement spending under control, we will stop crowding
out other priorities and have more funding for research, education, job training, national parks,
and ensuring our competitiveness as a nation.
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As Chairman of the HELP committee, my focus will be on securing freedom—freedom for states
and for local govemments; freedom for individuals; freedom for businesses. In our health care
system, in our public schools and our colleges and universities, in our workforce and our
economy— Washington is in the way. I'd like to get Washington out of the way.

Washington’s rules and regulations are often in the way of innovation. Our colleges and
universities face a stack of regulations that stands higher than I am. Medical device
manufacturers—whose innovations are the reason that lame people walk or sick people are
cured—are today laying workers off in my state of Tennessce and in other states because
Washington unaccountably decided to tax the manufacturers’ revenues to pay for the President’s
health care law.

The federal government’s mandates too often go too far and cause great economic harm-—
whether it’s the stunning number of mandates on businesses, from minimum wage to menu-
labeling, and now the health care law’s penalties on top, all of which are leading employers to
cut jobs and the hours that workers can work. Or Medicaid maintenance-of-effort requirements
forcing states to reduce the amount they spend on higher education, causing tuition prices at
public universities to skyrocket. Insurance premiums are rising, colleges are cutting professors’
hours, students are picketing on campuses--all because of Washington mandates.

Health
Health Care Reform

With our new majority in Congress, we must govern responsibly and repair the damage that the
health care law has done and prevent future damage. As responsibly and rapidly as we can, we
want to move in a different direction and put in place proposals that providc more freedom, more
choices, and lower costs. We also must be prepared for the U.S. Supreme Court’s decision in
King v. Burwell, which will determine whether or not health insurance subsidies granted through
the federally-facilitated exchange are legal or not.

The health care law’s supporters insisted the legislation would lower health care premiums. The
President, in fact, promised his health care plan would lower individual premiums-not reduce
the rate of growth, but actually lower them—by $2,500 per family by the end of his first term.
Instead, premiums in the individual market continue to rise, driven by the law’s mandates and
convolated rules, many of which fall in the HELP Committee’s jurisdiction, A 2014 study by the
Manhattan Institute compared the five most affordabie insurance plans in each county in 2013
with the five most affordable plans available on the exchanges and found an average rate hike of
49 percent. CBO prajected that premiums would continue to increase by six percent a year from
2016 to 2024, When health insurance premiums go up, American families have less money to
buy groceries, pay for gas, or put money aside for college.

The law requires individuals and employers to buy a federally mandated level of coverage and
benefits-regardless of whether those benefits are needed or affordable. For many, the cost of
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simply complying with this mandate has led to higher premiums. The federal government not
only decides what the benefits are, it also decides whether employers are offering “affordable
coverage” and, if not, they have to pay a hefty fine.

While the subsidies help some individuals and families pay for coverage, the subsidies do
nothing to bring down the cost of that coverage in the first place. When the law drives up the cost
of coverage, the federal subsidies also increase to protect individuals enrolled in the new
exchangcs from paying more. In the most recent reports from the U.S. Department of Health and
Human Services (HHS), up to 87% of enrollees received a premium assistance tax credit, which
the CBO estimates will cost federal taxpayers nearly $1.2 trillion between 2015-2024.

The law raised costs on younger and healthier people — the very people needed to make the
insurance risk pools work. In seeking to lower costs for older individuals with higher health care
costs, the health care law requires younger and healthier people to purchase a more expensive
insurance plan than they otherwise would do so and to subsidize premiums for those who are
older and less healthy. Experience from the states shows that forcing younger people to subsidize
premiums for older individuals ends up driving up costs for everybody, including the very people
it was designed to help.

Additionally, provisions in the health care law sct up a bailout of the insurance industry. Through
its risk corridor mechanisms, the law left the American taxpayer on the hook when insurance
companies priced their plans inappropriately. The Consolidated and Further Appropriations Act
of 2014 restructured this program to protect taxpayers while providing necessary guarantees to
insurance companies covering many vulnerable Americans, but only for the short term. We
should put these protections in place for every year the risk corridor program exists.

The law also increases insurance costs through a new tax on health insurance premiums. Starting
in 2014, health insurance companies were forced to pay an $87 billion “excise” tax. As
predicted, this tax is passed on to consumers in the form of higher premiums. According to rate
revicw data from the Department of Health and Human Services (HHS), fees and taxes from the
health care law increased premiums in Tennessee by as much as one percentage point Those
estimates don’t include the cost increases expected from the law’s new taxes on pharmaceuticals
and medical devices.

The National Federation of Independent Business says: “This new tax will be almost entirely
passed from insurers to small businesses and their employees, raising hcalth care costs and
increasing economic uncertainty....” At a time of rising unemployment and lackluster growth,
small businesses are warning that the health care law will lead to higher costs and more
uncertainty.

Businesses are suffering already because of the new health care law, and it has yet to be
implemented fully. Soon afier the health care law passed, I met with a number of representatives
from chain restaurants, which are among the largest employers in America. Many of those
companies offer some health insurance to their employees. The former chief executive of Ruby
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Tuesday, headquartered in Tennessee, told me the cost of the health care Jaw to his company
would equal the profit of the company that year.

Another chain restaurant executive told his company had decreased its goal for “employees per
restaurant” from 90 to 70 employees in order to comply with the cost of the health care law. This
not only raises the cost of business, but it reduces employment in the United States.

Millions of Americans, because of the health care law, are going to lose their employer-
sponsored insurance, and millions of Americans will not have jobs because of the costs imposed
on businesses such as these restaurants. Beyond the loss of employer-sponsored insurance, many
workers will see reduced paychecks as their employers respond to the healthcare law’s skewed
incentives. The arbitrary definition of full-time as 30 hours is forcing employers and employees
alike to make difficult choices. The CBO estimated that as a consequence of the health care law,
labor participation will decrease by 2.5 million full-time-equivalent workers by 2024.

The excise taxes on revenues for medical devices, drugs, and insurance also will raise premiums
for patients and destroy jobs. In the fast-growing and life-saving medical device industry, one
study has estimated that as many as 43,000 jobs could be lost due to this tax — including as many
as 1,000 jobs in Tennessee alone.

Throwing trillions of dollars in taxpayer money at a medical system that is alrcady the costliest
in the world will not make health care more affordable. We already have seen wasteful spending
in programs such as the Patient-Centered Outcomes Research Institute (PCORI), federal funds
propping up experimental co-op health insurance plans, and a (uiled rollout of healthcare.gov
Adding new federal mandates and new federal taxes will only drive up the cost of coverage.
Washington micromanaging health care benefits for 300 million people is no way to bring down
costs.

As we look toward a decision in the King v. Burwell case before the U.S. Supreme Court, we
should use the coming months to eonvey to Americans the kinds of step-by-step relief that
Republicans will provide if the court were to strike down subsidies in the federally-run
exchanges.

Food and Drug Administration (FDA)

One of my top priorities this year will be to develop and pass bipartisan legislation to modernize
the FDA with the goal of ensuring patients in the U.S. have timely access to safe and effeetive
medical products and that the FDA is equipped with the tools necessary keep pace with scientific
and technological advances. FDA must be appropriately funded to hire the best scientists to
review these products, but FDA must also remain focused on its core mission of ensuring
medical products and food are safe, The HELP Committee also will look at FDA’s regulation of
medical products to ensure that the compilation of various reauthorizations and laws over the last
20 years still work for innovators, patients, and the FDA.
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We will not focus on the time the final application at FDA takes to review, but rather try to find
out what requirements, red tape, administrative burden, and unnecessary testing is causing ever
increasing times and costs to get new medical products to patients. It will take a flexible and
innovative FDA to understand innovative testing and statistical methods, and feel comfortable
applying them to new drugs or devices that then are available for the whole U.S. population. We
want to make sure FDA has the tools, staff, regulatory pathways, scientific undetstanding, and
incentives in place to attract the best and brightest to help U.S. patients, and ensure that those
discoverics have a clear path to make it to the patients that need the innovation most.

We need to make sure that FDA is stretching every dollar as far as it can go, and in terms of its
medical products authorities, focusing on how to better help the many patients that exist with no
curc or treatment. According to Dr. Francis Collins of the NIH wrote in 2013, “Drugs exist for
only about 250 of the more than 4,400 conditions with defined molecular causes. And it takes
far too long and far too much money to get a new drug into our medicine cabinets. This is an old
problem that cries out for new and creative solutions.” And sincc then, the number of conditions
with defined molecular causes has increased to 5,427, yet the number of new drugs approved has
not kept pace with these discoveries.

The FDA, in charge of regulating over 20 cents of every dollar consumers spend, receives a little
over $1.6 billion trom Congress. The rest of the around $4 billion budget comes from industry
user fees, and the majority of those dollars are attached to specific metrics negotiated every five
years in the medical product user fee agreements (Prescription Drug User Fce Agreement,
Generic Drug User Fec Agreement, Medical Device User Fee Agreement, and Biosimilar User
Fee Agreement). We need to ensure that FDA has enough resources to focus on Congressional
priorities that may differ from those agreements. For example, the agreements largely focus on
FDA reviewing applications within a specific amount of time, and have been very successful in
getting review times to some of the shortest in the warld.

We need to make sure FDA is appropriately implementing new laws. In the 11 3% Congress, we
enacted the Drug Quality and Security Act (DQSA), which will increase demand on FDA
resources and staff. However, DQSA includes increased industry user fees to assist with the
increase in demand. We should ensure FDA can implement this legislation to help prevent
another tragic outbreak such as the fungal meningitis one.

Finally, FDA published a final rule on December 1, 2014, on Food Labeling and Nutrition
Labeling of Standard Menu Items in Restaurants and Similar Retail Food Establishments which
intends to implement the nutrition labeling provisions in the Patient Protection and Affordable
Care Act. The HELP Committee will review the FDA’s implementation of the labeling
requirements to ensure they are flexible, not overly burdensome, and do not increase costs for
taxpayers,
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Food and Tobacce Regulation

FDA published a final rule on December 1, 2014, on Food Labeling and Nutrition Labeling of
Standard Menu lfems in Restaurants and Similar Retail Food Establishments which intends to
implement the nutrition labeling provisions in the Patient Protection and Affordable Care

Act. Congress plans to review the FDA’s implementation of the labeling requirements to ensure
they are flexible, not overly burdensome, and do not increase costs for taxpayers.

The Food Safety Modernization Act (FSMA) was signed into law in 2011 and established
comprehensive food safety policies and expanded FDA’s existing authorities to better prevent
foodborne illness and foodborne outbreaks. FSMA was designed to be risk-based, flexible, and
based in sound science for our nation’s diverse food industry. Congress will continue to review
FDA’s implementation of this law and the agency’s regulatory approach with many of the
regutations impacting industry.

FDA published a proposed regulation on the deeming of tobacco products in April 2014. This
regulation would significantly impact small businesses, consumer choice, and public health by
limiting the types of products available on the market. The proposed rule would impose
additional burdens on cigar manufacturers, many of which are small businesses. Additionally,
this proposed regulation will likely add significantly to FDA’s existing regulatory backlog as it
will require manufacturers to submit pre-market tobacco applications, potentially resulting in
nearly a decade’s worth of new product applications being submitted to the agency and delaying
or preventing new, potentially less harmful alternative products to traditional cigarettes.

The proposed rule may significantly delay cigars and novel produets from entering the market,
hurting small businesses, and limiting options that may be healthier for consumers. The
Committee plans to review the progress of this regulation and ensure that it is in the best interest
of the public health.

Nutional Institutes of Health (NTH)

As part of our efforts to modemize FDA and to improve innovation, we will also examine the
work of NIH. As the agency that funds and enables much of the research that leads to medical
breakthroughs, we need to ensure that NIH is operating efficiently, coordinating appropriately,
and that it has the tools it needs to invest in the basic research that could become the next
treatment, cure, or device for the many diseases and conditions without one. We will make
policy changes as necessary to ensure the agency is able to accomplish its biomedical research
mission in the most efficient and effective manner possible.

The NIH receives over $30 billion in appropriated dollars, and I support appropriate funding
levels to continue NIH’s critical research mission and to maintain the global leadership of the
United States in biomedical research. Since the doubling of NIH’s budget was completed in
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2003, NIH funding has hovered around $30 billion, with modest increases and decreases. At the
same time other countries around the globe are increasing their investments in biomedical
research, NTH’s budget has not even kept pace with the rate of biomedical inflation. I support
increases to keep NIH appropriately funded, ensure that we do not lose the worthwhile
investments we have made, and to keep the United States competitive.

Electronic Health Records

Electronic health records promise to help increase the quality of health care in the United States
through betier provider coordination, and decrease the cost of health care across the country by
reducing duplicative care and medical errors. If coupled with strong privacy protections for
patients, electronic health records will improve health care experiences for all Americans.

Unfortunately, the implementation of electronic health records by the HHS has fallen short.
HHS continues to spend from the Medicare trust fund the $35 billion provided by President’s
Obama’s failed stimulus for electronic health records and will begin collecting penalties this
year, yet funding recipients are not meeting the law’s goal of interoperable, data-rich records.
The financial incentives and penaltics meant to achicve a true national network for electronic
health records have proven to be a poor approach.

HHS has not been able to meet the expectations for the electronic health records programs to
coordinate care and lower cost. We should not be penalizing providers for failing to adopt
expensive and inefficient government approved elecironic health records, especially when the
government-approved products are not able to realize the real promise of electronic health
records across the country.

Older Americans Act (0AA)

The last reauthorization for the OAA was in 2006. The legislation expired at the start of fiscal
year 2012. The FY2016 budget request proposed that the Senior Community Service
Employment Program be transferred from the Department of Labor to the Department of Health
and Human Services. Moving the administration of this program would be a significant change
and was not considered as part of the ongoing reauthorization process. In addition, the
Administration should utilize the latest performance metrics for job training programs included
in the Worlforce Innovation and Opportunity Act, which was signed into law in July 2014, in
evaluating the Senior Community Service Employment Program.

Public Health Preparedness

The Ebola virus outbreak in West Africa and cases of the deadly virus identified in the United
States highlight the importance of maintaining and improving our nation’s medical and public
health preparedness and response capabilities. The Assistant Sccretary for Preparedness and
Response, the Centers for Disease Control and Prevention, the National Institutes of Health, anc
the Biomedical Advanced Research and Development Authority each play a crucial role in our
nation’s ability to prepare for and respond to all-hazards, whether it be Ebola, anthrax, or 2
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natural disaster. Activities authorized by the Pandemic and All-Hazards Preparedness
Reauthorization Act (P.L. 113-5) should receive sufficient funding to enhance our nation’s
ability to prepare for and respond to public health emergencies, including by supporting a robust
pipeline medical countermeasures.

Global Health Security

The Ebola virus outbreak in West Africa and the emergence of Middle East Respiratory
Syndrome in the Arabian Peninsula highlight the critical need to improve global health security
around the world, With both of these viruses, cases of the diseases presented in the United States
from travelers retuming from affected countries. Ensuring nations around the globe are able to
prevent outbreaks, detect them when they oceur, and rapidly and effectively respond to outbreaks
will go a long way ioward keeping American citizens safe.

Fighting AIDS Domestically and Abroad

American investments continue to have tremendous impact in providing millions of men,
women, and children with life-saving antiretroviral treatment, particularly in countries in sub-
Saharan Africa, through the President’s Emergency Plan for AIDS Relief (PEPFAR). As of
September 30, 2014, PEPFAR was suppotting treatment for more than 7.7 millien people. It's
important to continue these efforts with an appropriate level of investment to solidify our
commitment to the global fight against HIV/AIDS.

Further, the Ryan White HIV/AIDS Program provides federal funds to assist states and
metropolitan areas with the costs of healthcare and support services for people affected by HIV,
Specifically, the AIDS Drug Assistance Program provides access to lifesaving HIV/AIDS
medications. I support appropriate funding levels for this program while the HELP committee
assesses the program’s interaction with the health care law.

Mental Health and Substance Use Disorders

The importance of mental health and substance use disorder prevention and treatment has
become increasingly apparent over the past year. Reports that 9.6 million people age 18 and
over had a serious mental illness in 2012 demonstrate the necd for continued need for research,
prevention, and services. Further, the National Institute of Mental Health conducted a study of
more than 10,000 teens ages 13 to 18 and found a fifth of them reported they suffered from a
mental disorder with symptoms that impaired day to day life and 11 percent reported being
severely impaired by a mood disorder. Several agencies within the Department of Health and
Human Services provide assistance to states and other organizations for prevention and treatment
services. The Substance Abuse and Mental Health Services Administration helps by providing
funds to states for these services in the block grants it administers, as well as other grants and
agreements. 1 support appropriate funding levels at SAMHSA and for other applicable programs
within the Department.
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World Trade Center Health Program

The James Zadroga 9/11 Health and Compensation Act of 2010 authorized the World Trade
Center Health Program with mandatory funding to provide medical treatment for emergency
responders, recovery and cleanup workers, and volunteers assisting after the September 11, 2001,
terrorist attacks. The program requires authorization to receive funding beyond FY2016.

Education and Workforce
Fixing No Child Left Behind

Despite repeated efforts of this committee to pass a reauthorization of the Elementary and
Secondary Education Act, Congress hasn’t done its job to fix the law. Meanwhile, 42 states and
the District of Columbia are operating under waivers from the law in return for those states
meeting new federal mandates and conditions that have not been authorized by Congress. As
Chairman, I am determined to fix No Child Left Behind and reauthorize the Elementary and
Secondary Education Act this year, which would retum to states the ability to make decisions
about whether students and teachers are succeeding or failing.

No Child Left Behind inserted too many federal rules and regulations into matters that should
have been left to communities, parents, and classroom teachers. Washington may be able to
create a better enviranment for school improvement, but Washington cannot make local schools
better; only teachers, principals, parents, and communities can.

This committee will focus on fixing No Child Left Behind in a way that will retum most
decisions about academic standard and tests, accountability systems, and how to improve
schools, principals, and teachers back to states, local communities, and parents. The federal
government can set broad goals, but the Secretary of Education should not continue to function
as & national school board chairman instructing 100,000 public schools how to achieve those
goals or deciding whether cach of those schools and its teachers are succeeding or failing. We
should continue to require the annual reporting of student progress so that parents, tsachers, and
communities can know whether their students are succeeding. We must also make it easier for
states and local school districts to expand the number of charter schools and school choice.
Finally, we must cut through the bureaucratic thicket of federal education assistance by
consolidating programs and making it easier for the states use limited federal resources to meet
their unique identified needs.

Early Education and Child Care

Last year, the Child Care and Development Block Grant (CCDBG) Act of 2014 was passed and
signed into law to reauthorize the CCDBG program, which provides grants to states to help low-
income working families pay for child care, mainly through vouchers that let them choose the
best facility for their children, while the parent works or attends school. This law updates the
CCDBG program to enable states to expand access and improve the quality of child care
provided to more than 1.5 million children from low-income families. For working mothers
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especially, child care can be the most difficult obstacle to organize very busy lives. This law puts
vouchers in the hands of many working mothers so they can make their own decisions about
what child care best suits their needs.

The President is calling on Congress to expand access to high-quality early education through a
new federal-state partnership to provide all low- and moderate-income four-year old children
with preschool, while also expanding these programs to reach additional children from middle
class families and incentivizing full-day kindergarten policics. However, the federal investment
in early education and child care is already significant — amounting to approximately $22
billion— and, according to the General Accountability Office, already supports a fragmented
system of 45 different programs, many of which overlap in pursuing the same goals and serving
the same populations. Instead of raising false hopes for new money and new programs that we
can’t afford, the committee’s efforts should be focused on finding ways to streamline and
consolidate existing early education and child care programs, while also improving efficiency
and enabling states to expand access for low-income children and families with the resources we
have.

Individuals with Disabilities Edacation Act

The Individuals with Disabilities Education Act requires schools to provide special education
services to meet the needs of all students, as well as requires the federal government to provide
40 percent of the national average per-pupil expenditure to assist states with the costs. Congress
has never fulfilled this promise. We need to stop diverting our limited resources to new or
untested programs and instead fulfill our commitment to fully fund the needs of students with
disabilities under the law.

Higher Education Act

The Higher Education Act is set to expire at the end of 2015 and the committee will focus on a
reauthorization measure shortly after completing the Elementary and Secondary Education Act.
America still has almost all of the world’s best universities, but their future greatness is
threatened by tuition rates increasing each year at a higher rate than inflation, too many students
dropping out, and a growing number of graduates being left with debt they cannot repay because
they can’t find work.

1 believe that more federal regulations and mandates on higher education are the wrong approach
to addressing these problems because they would undermine the autonomy and competition that
drive the success of our colleges and universities. According to a recent report from a bipartisan
Task Force on Government Regulation of Higher Education, America’s 6,000 colleges and
universities live in a “jungle of red tape” that is expensive, confusing and unnecessary. For
example, Vanderbilt University hired the Boston Consulting Group to determinc how muchi it
costs the university to comply with federal rules and regulations. They found that Vanderbilt
spent approximately $150 million or 11 percent of the university’s total non-hospital
expenditures last year just on compliance. Vanderbilt Chancellor Nick Zeppos says that this adds
about $11,000 in additional tuition per year for each of the university's 12,757 students.
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Federal policies deserve most of the blame for why tuition rates are going up. By imposing
unnecessarily duplicative and burdensome regulations, reporting requirements, and unfunded
Medicaid mandates on institutions and states, colleges are being forced to pass along their higher
costs to students by raising tuition rates. When Congress last reauthorized the Higher Education
Act in 2008, we made the problem worse by doubling the amount of rules and regulation. Today,
the Higher Education Act totals nearly 1,000 pages; there are over 1,000 pages in the official
Code of Federal Regulations devoted to higher education; and on average every workday the
Department of Education issues one new sub-regulatory guidance directive or clarification. The
result of this piling up of regulations is that one of the greatest obstacles to innovation and cost
consciousness in higher education has become—us, the federal government.

As the committee seeks to address the problems of college access, affordability, and outcomes, it
should seek to minimize the costs imposed both directly and indirectly on higher education and
ensure that these savings arc passcd along to students. The federal government must stop
manipulating the federal budget rules to have federal student loans to help pay for the healthcare
law and stop imposing new Medicaid mandates on the states that drive up tuition. The committee
should focus on getting 1id of regulations that are driving up college costs and limiting the
autonomy that is the hallmark of our system of higher cducation. At the same time, states and
universities must play their part in looking for ways to save money and cut costs by focusing
more on efficiency and results, rather than how they can fill more seats and squecze more money
out of their students.

Student Loans

In 2010, the federal government took over sole responsibility of the student loan program from
more than 2,000 private banks and handed it over to the U.S. Department of Education to act as
the sole banker. At the time, the administration estimated that taxpayers would save $87 billion
by this takeover. In March 2010, the Congressional Budget Office estimated the savings to be
$58 billion over 10 years. Ultimately, $36 billion was spent on Pel! grants, $10.3 billion on debt
reduction, $8.7 billion was spent on the president’s health care law, and $3 billion went to
support minority serving institutions. I raised many concerns about this government takeover
and made it clcar that the savings were not as advertised.

In particular, I argued that we would have to borrow over $100 million a year just to support the
bureaucracy, but T was assured that no additional administrative costs would be needed.
However, the President’s budget request includes a $185 million, or 13 percent, increase for
salaries and expenses in Student Aid administration from last year. Over 10 years, this would
cost at least an additional $1.85 billion. We were assured that the government-run student loan
program that we were assurcd would have no added costs. The committee will need to fully
investigate this matter to determine how those estimates and assurances went so widely off the
mark.

I have significant concerns about the ability and capacity of the Department of Education to
effectively manage a nearly $1 trillion student-loan portfolio. Investigations conducted by the
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House Committee on Education and the Workforce last year uncovered widespread complainis
from federal student loan borrowers about poor customer servige, breaches in personal security,
and an ineffective loan rehabilitation process that puts borrowers” credit in jeopardy.

Pell Grants

The Pell Grant program is on an unsustainable path and is at risk of being unable to fulfill its
commitment to help low-income students gain access to college. Since 2007, discretionary costs
in the program have increased 67% while costs in the entire program have increased 113%,
largely due to congressionally mandated increases in the maximum allowable award. Rather than
making necessary structural reforms, Congress has resotted to short-term funding patches in
annual appropriations bills. With the opportunity to rewrite the Higher Education Act before us
this year, I hope to address this issue while providing flexibility in the program that will afford
needy students with the opportunity for success. While the most recent estimates by the
Congressional Budget Office showed an unexpected surplus in the program, these estimates do
not lessen the nced for a longterm plan that will sustain the program in the future. According to
the most recent CBO estimates, starting in FY 2017, the Pell Grant Program will begin running a
discretionary shortfall that will amount to approximately $40 billion at the end of 10 ycars.

We must make necessary decisions to sustain the Pell Grant program, including the examination
of required future increases in the maximum grant award, modifying eligibility standards to
better focus aid on students with the greatest need, and finding additional savings through
changes to the federal direct loan program, such as eliminating Stafford interest rate subsidies
that are expensive, poorly targeted, and do not relate significantly to college access. These
approaches were recommended by the President’s Commission on Fiscal Responsibility and
Reform and could generate significant savings that would be better used to help low-income
students through the Pell Grant program. Legislation that [ have introduced, the FAST Act,
starts to address some of these issues. Every year, 20 million students waste millions of hours
and countless dollars on a 100-question application form that only needs to be the size of a
postcard. The FAST Act would cut more than 100 questions down to two, and help families get
aid information sooner, while protecting taxpayers from lending more money to students than
they're able to repay. This is a start, but more will be accomplished during the broader
reauthorization effort.

Job Training

A Januarv 2011 Government Accountability Report found that 44 of the 47 job training
programs administered by the federal government “averlap with at least one other program, in
that they provide at least one similar service to a similar population.” Many of these programs
operate under separate administrative structures, resulting in unnecessary overhead costs and
inefficiencies and limited data exists to demonstrate that these training programs are actually
effective in improving the chance that a worker will find and keep a job.

In 2014, the Workforce Innovation and Opportunity Act was passed and signed into law which
dramatically reduced the number of job training programs and provided needed flexibility to
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states and local training programs. The law consolidated duplicative programs, improving
accountability and transparency through common performance measures across all programs,
requiring independent evaluations of programs on a regular basis, providing greater flexibility to
states and governors to allocate resources and structure their workforce systems in ways that best
meet their economic needs, and eliminating bureaucratic and regulatory burdens that produce
unnecessary and costly inefficiencies.

Labor
Employment Growth

This committee’s primary labor focus is on the laws and regulations relating to employment, but
we also examine the effect of new rules and regulations on the job market, particularly given the
failure of this Administration to encourage job creation. As the official unemployment rate
slowly improves, the more accurate unemployment measure that includes discouraged workers
who want to work and those working part time because they cannot find full time work remains
unacceptably high at 14.2 percent. This committee must take action to cncourage job growth by
studying successful strategies and reporting out bills that remove barriers to job creation and get
rid of regulations that throw a big wet blanket on the private sector.

Davis-Bacon and other Federal Construction Issues

One way to encourage job growth would be to end wasteful and discriminatory government
spending under the Davis-Bacon Act. Davis-Bacon requires federal contractors and
subcontraciors to pay employees a prevailing wage determined by the Department of Labor from
a voluntary local area wage survey. The law has already been extended to more than 60 federal
statutes that provide construction funding, despite numerous government watchdog reports that
uncovered errors in Davis Bacon wage survey data and questioned the statistical integrity and
methodology of the wage determination process. Moreover, there is a growing body of evidence
and an increasing public awareness that Davis-Bacon artificially inflates the costs of federal and
federally assisted construction projects, and creates barriers to participation for small and
minority-owned businesses. These costs result in American taxpayers receiving far less than they
would in a truc, market-based system. This waste of federal dollars means fewer projects, and in
turn, fewer workers employed than would have been otherwise. At a minimum, the methodology
for determining prevailing rates should be changed to a system that ensures statistical and
mathematical integrity and accuracy. The committee will also work to cease further expansion of
Davis-Bacon mandates.

I am equally concerned about the Administration’s policy of requiring private contractors to bind
themselves to pre-hire union contracts, or so-called “project labor agreements.” Like Davis-
Bacon, this policy discriminates against small, local and minority contractors and needlessly
drives up the costs of federal construction for taxpayers
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Limiting Unfunded Mandates on Employers

Any proposals that increase the cost of employing workers will only worsen the current
employment environment. The President has already issued an executive order requiring a 39
percent increase in the minimum wage for federal contract workers, and we have seen legislative
proposals to establish a similar mandate for employers across the board. Such a dramatic
increase at this time would reduce the labor force by between 500,000 and 1 million jobs, and
would price teens and those who lack skills and work experience out of the job market, There is
nothing more critical to an individual’s future productivity than the skills learned from a first or
entry level-job. Furthermore, some proposals to raise the minimum wage aim to index it to
inflation, but the unpredictability of future wage increases will create yet another uncontrollable
cost for small employers already whipsawed by growing health insurance premiums, increasing
energy prices, and other costs. This committee will focus on opening the door of opportunity for
more and more Americans, not on closing it.

The committee will also ook for ways to cut red tape and improve conditions for job creation by
identifying policies and proposals that discourage businesses from hiring, including: increased
employment-related litigation; liability exposurc for such litigation; prohibitions on dispute
resolution procedures as a method for resolving workplace disputes; implementing broad
definitions of “employees™ that target legitimate business models, such as the franchise model,
subcontracting, and the use of independent contractors; limiting exemptions under wage and
hour laws that stifle incentive pay; increasing taxes, or increasing penalties under current
employment statutes. As any of these various proposals come before the committee or are
brought to the Floor, Congress must be sure it understands the full and final cost to our
workforce. ] recognize the important role the Budget Committee and the Congressional Budget
Office play in providing such transparency.

Preserving Individual Employee Rights

The right of workers to choose whether or not they wish to be represented by a labor
organization through a government-supervised private ballot election has been a comerstone of
federal labor policy for nearly scven decades. Equally immutable has been the right of states to
choose whether to allow workers the freedom to join a union or not. In fact, the popularity of
“Right to Work™ policies are at an all-time high among the states, and the concept’s momentum
is expected to continue in the years to come. Unfortunately, these halimarks of American
workplace democracy are being attacked by the Administration’s strategy of legislating through
administrative decisions and regulations drafted in the spirit of “card check™ that would
unnecessarily rush union representation elections, invade employees’ privacy, and limit an
employer’s ability to tell its side of the story. This committee will defend individual employee
rights from any such attacks. Congress must continue to protect these and other safeguards for all
American workers, particularly in light of actions by the Naiional Labor Relations Board and
Department of Labor to manipulate our labor laws to favor and cven impose unionization.
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Retirement Security

The Pension Benefit Guaranty Corporation (PBGC) insures the pension benefits of 41 mitlion
American workers and retirees. The PBGC deficit remains a significant concern. Last year, the
PBGC’s deficit was $62 billion—more than $40 billion higher than it was five years ago. The
PBGC is a government corporation, but it is not backed by the full faith and credit of the United
States government. A taxpayer bailout of the PBGC is not an option. Last year, the president
signed into law a bipartisan multiemployer pension reform agreement, providing multiemployer
plans the flexibility and tools necessary to get back on the path to fiscal solvency.

The need for additional retirement savings is a growing concem in this country. Social Security
and the current number of private savings plans will not be enough to provide adequate
retirement for many Americans. However, 1 am concerned about talk of putting any new
mandates on businesses. Small businesses are already struggling with the cost of complying
with the heaith care law and cannot tolerate any new mandates to provide automatic savings
accounts. Instead, we should explore a simple plan for voluntary savings that employers would
be more likely to adopt.

Thank you for your consideration of these issues. If you have questions and are unable to reach
me, please have your staff contact David Cleary, Majority Staff Director, at 202-224-9021.

%
%W/‘

Lamar Alexande
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Honorable Mike Enzi,

Chairman

Senate Budget Committee

624 Dirksen Senate Office Building
Washington, DC 20510

Honorable Bernie Sanders,
Ranking Member

Senate Budget Committee

624 Dirksen Senate Office Building
Washington, DC 20510

Dear Chairman Enzi and Ranking Member Sanders,

) Thank you for the opportunity to provide views and estimates regarding the President’s
Fiscal Year 2016 budget as it affects matters within the purview of the Homeland Security and
Governmental Affairs Committee (HSGAC). This letter addresses matters related to the
Department of Homeland Security (DHS) and agencies that fall under the Committee’s
Governmental Affairs jurisdiction.

Let me first congratulate the committee for returning to the regular budget process. A
budget framework is essential to establishing federal priorities and maintaining fiscal controls
that have been desperately needed.

Unfortunately, the budget proposal submitted by the President does not achieve a
balanced budget. In fact, it adds over $5.6 trillion to our existing $18 trillion national debt over
the next decade. The President’s budget increases discretionary spending by $74 billion relativ«
to current law, but does not offer offsets to pay for the increases.

We must ensure sufficient funding for our national priorities, including defense and
homeland security, but we must do so responsibly. This requires scrutinizing every component
and mission of the federal government to find savings that can be achieved through improved
efficiency.

There is no shortage of areas where real savings can be realized through better oversight
and management. This task would be made easier if the White House Office of Management
and Budget improved the reporting of government expenditures listed in the US Aspending.gov
website, which was created by a law (P.L. 109-282) of which the President was the prime co-
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sponsor during his time in the Senate. Improved transparcncy including a listing of every federal
program, the purpose and cost to run each, and metrics to demonstrate the outcomes of each, is
also essential for Congress and Department heads to set budget priorities and make federal
spending more transparent and accountable. This could be achieved with the passage of S. 282,
the Taxpayers Right-To-Know Act, which has been referred to the Senate Homeland Security
and Governmental Affairs. This bill will soon be marked-up and, it is my hope, approved by the
Senate.

This letter provides a number of suggestions to reduce wasteful and unnecessary
spending by more than $500 billion over the next decade that would make the federal
government more efficient while providing resources 1o advance our national priorities, which
must include paying down the debt and improving security along our borders. Also included are
recommendations for prioritics within DHS along with areas to de-emphasize to help keep the
focus of the Department on its primary responsibilitics.

Homeland Security

The President’s Fiscal Year (FY) 2016 Budget for the Department of Homeland Security
(DHS) requests $64.8 billion in total budgct authority. This represents a $ $4.4 billion (7.4
percent) increase over FY 14 enacted levels. According to the request, the Department has
“nearly a quarter million” employees.

Areas for DHS to Prioritize

When 1 became Chairman of the Homeland Security and Governmental Affairs
Committee, | developed a mission statement for the Committee, which is “to enhance the
economic and national security of America.” To accomplish this mission, 1 laid out five
priorities for the HSGACs homeland security work. It is my recommendation that Congress
prioritize budgetary resources within the Department to refiect the following priorities:

Priority #1: Border Security and Enforcement

The congressional budget resolution should prioritize common-sense border security and
immigration enforcement measures that reduce illegal immigration and keep our communities
secure.

DHS Secretary Jeh Johnson recently highlighted a number of assets deployed on the
southwest border, including close to 700 miles of fencing, 70 miles of border lighting, 11.863
border sensars to detect illicit migration, 107 border patrol aircraft, 8 unmanned acrial vehicles,
84 vessels patrolling waterways on the southwest border, and other new surveillance
technologics.' These assets are important tools towards securing our borders, but more assets are

! Remarks by Secretary of Homeland Security Jeh Johnson at the Center for Strategic and International Studies.
Border Security in the 21" Century, Oct. 9, 2014,
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needed. The Budget should prioritize these needed asscts, going sector-by-sector, so that
Congress can understand where more resources are needed and where current resources are
sufficient.

There are 21.370 full-time equivalent border patrol agents in U.S. Customs and Border
Protection (CBP), an agency within DHS. Previously, when Congress sought to increase the
number of border patrol agents, limited interest in the open positions required CBP to lower its
standards, reducing the quality of the hires and resulting in some corruption among CBP agents.
A first step in improving the effectiveness of CBP and our border security might be to change the
culture and morale of the U.S. Border Patrol rather than simply increasing funding and hiring
new agents. Additionally, a more efficient use of agents, such as redistribution of agents to
critical sectors or areas of high traffic, and more operationa) agents in the field versus agents
supporting thosc in the ficld.

Border Patrol agents, for their part, can only make apprehensions; it is up to the
Administration, through policics implemented by Immigration and Customs Enforcement (ICE)
and the Department of Justice (DOJ) to determine whether those apprehended will be deported
out of the U.S. or released into the country. According to experts and our most recent data, the
probability of removal within the interior was only 1.4 percent in 2009, suggesting that the
average unauthorized immigrant faces a low likelihood of deportation.” Moreover, it is
estimated that at least 40 percent of those here unlawfully entercd the country lawfully but
overstayed their visas. DHS has improved its capacity to identify these visa overstays but has
failed to report any of these data to Congress, despite stating it would da so.) Inadequate
enforcement of our laws also reduces the deterrence to breaking those laws. Recent actions by
the Administration to reward those who have broken our laws should be reversed, and at the very
least, those who are here illegally should not be rewarded in favor of those who are attempting to
enter the United States legally. The budget resolution should reflcct a genuine need to enforce
our immigration laws.

Priority #2: Cybersecurity

As the lead civilian agency on cybersecurity, DHS plays an integral role in securing
civilian federal networks, and assisting critical infrastructure owners and operators in securing
their networks. Recent computer network intrusions into the federal government and private
companies have shown our nation’s exposure to cyber-attacks. In particular, the budget for DHS
cybersecurity should reflect the National Cybersecurity & Communications Intcgration Center’s
(NCCIC) central role in sharing cyber-threat indicators between the public and private sectors.

The budget should also reflect, however, the realities of our federal cybersecurity posture
and DHS’s inability, to date, to oversee federal cybersecurity effectively.

* Bryan Roberts, Edward Alden, John Whitley, “Managing llegal Immigration to the United States: How Effective
is Enforcement?” Council on Foreign Relations, May 2013, page 26.
* Bryan Roberts, Edward Alden. John Whitley. “Managing llegal Immigration to the United States: How Effective
is Enforcement?” Council on Foreign Relations, May 2013, page 26.
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Although DHS has been responsible for federal cybersecurity for four years, and the
federal government has spent some $65 billion per year on cybersecurity, federal agencies’
information security still faces significant challenges.* DHS’s National Cybersecurity Protection
System (NCPS). for example, is an intrusion detection and prevention system designed to detect
and prevent cyber-attacks in civilian federal networks. Yet NCPS has scvere limitations—-it only
protects against repeat attacks using the same tactics, techniques, and procedures as previous
attacks, and NCPS cannot peer into encrypted traffic from compromised government systems.®
A 2014 Inspector General report also revealed mismanagement in implementation of the latest
iteration of NCPS, nming it lacked adequate performance measures, milestones and schedules,
and privacy protections.

Continuous Diagnostics and Mitigation (CDM), the DHS-administered program to enable
continuous monitoring of cyber hygiene in federal networks, also raises concerns. CDM exists
only to fill a gap in basic cyber hygiene in the federal government-—creating awareness of
vulncrabilities likc unpatched systems and incentivizing remedying those vulnerabilities. We
should atready be doing these things. Furthcrmore, CDM alone will not be enough to secure our
networks. As recent articles have observed, hackers have persistent access to internal State
Department networks, networks supposedly protected by iPost. the original proof of concept on
which CDM is based.’

These programs—the National Cybersecurity Protection System and Continuous
Diagnostics and Mitigation—reflect best practices in cybersecurity that the federal government
should have had in place long ago. Indeed, continuous monitoring, and intrusion detection and
prevention systems are already in place at most large corporations across the United States.
They are not and will not be a panacea to stop cyber-attacks against federal agencies, but the
absence of automated federal-government-wide intrusion detection and prevention and
continuous monitoring is telling of the current state of cybersecurity in the federal government.
These programs should receive sufficient funding to ensure their implementation. but better
oversight is necessary-—from DHS, the Administration, and Congress-—to get these programs on
time, on budget, and on target.

Priority # 3: Critical Infrastructure Protection

DHS’s budgetary priorities on critical infrastructure protection should reflect that (1)
there are serious threats today to our nation’s most critical resources that must be addressed

! Congressional Research Service, Memarandum to HSGAC Minority Staff: FISMA Spending & Historical Trends,
(June 6, 2013).

* SEN. ToM COBURN, A REVIEW OF THE DEPARTMENT OF HOMELAND SECURTIY 'S MISSIONS AND PERFORMANCES
(Jan. 2015).

® DHS OKEICE OF THE INSPECTOR GENERAL, IMPLEMENTATION STATUS OF EINSTEIN 3 ACCELERATED, O1G~14-52
{Mar. 2014).

* Danny Yadron, Three Months Later, State Depurtment Hasn't Rooted Qut Hackers, Waty. ST.J. (Feb. 19, 2015)
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without ignoring the threats of tomorrow and (2) the private sector, rather than the government,
houses the best expertise for dealing with such threats.

In its 2013 National Infrastructure Protection Plan (NIPP), DHS emphasized that
“effective partnerships with critical infrastructure owners and operators . . . are imperative to
strengthen the security and resilience of the Nation's critical infrastructure.™ DHS has
repeatedly touted this “public-private partnership” as a priority, but in practice, this relationship
is far less robust. Private sector companies cite a lack of information sharing by DHS (despite
obtaining security clearances for senior company lcaders), burdensome regulations that duplicate
existing laws, and an unwillingness to explore private sector best practices, as continuing
impediments to this relationship. DHS should shift current resources toward improving this
partnership. Too often. DHS takes the attitude that “government does it best.”

[ encourage prioritizing research of long and short-term threats, including the solar storm
and electromagnetic pulse threat, partnering with industry to develop ground-breaking security
technologies, and streamlining regulations. Government undoubtedly has a role to play in
encouraging a more secure critical infrastructure ecosystem but taxpayer dollars should not be
used simply to build bureaucracies.

Priority #4: Countering Violent Extremism

Countering violent extremism remains an essential mission for DHS and shouid be
funded accordingly. Recent events continue to demonstrate the need for increased vigilance,
both at home and abroad, for specific, credibic, and immincnt threats to the homeland. The
terrorist threat against the homeland continues to evolve from the post 9/11 threat environment.
It is growing increasingly complex and decentralized, which makes it more difficult to detect,
prevent, and combat. Changes in how terrorists become radicalized and how they
communicate—following recent successful federal investigations and the damaging Snowden
leaks—particularly exacerbate efforts to detect and prevent terrorism in the United States. We
also facc challenges tracking the increasing numbers of returning foreign fighters, who could
return radicalized, trained, and ready to conduct terrorist attacks in the United States. DHS
should be funded to detect, investigate, analyze, and evaluate domestic radicalization and
returning foreign fighters.

Priority #5: Assist DHS in Succeeding ip Achieving Its Important Missions

The Department of Homeland Security should make it a priority to resolve significant
management and morale issues that have increased the burden on taxpayers and jeopardized our
nation’s security. This should build on Secretary Johnson’s “Unity of Effort” initiative, started
in 2014. Secretary Johnson was correct in his assessment that “the strategic decisions of the
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Department’s senior leadership are only as good as the processes that support and give cffect to
those decisions.™

Congress can also play a rolc in helping DHS resolve these issues. Too often, the biggest
challenge facing the Department of Homeland Security is Congress itself. Current oversight
over the Department is a bureaucratic web of over 90 committees and subcommittees with
Jjurisdiction over DHS (according to one report, this is “nearly three times the number that
oversee t‘lge Department of Dcfense.” whose budget is an order of magnitude larger than
DHS’s).

Congress should further invest resources in the Office of Inspector General (OIG) to drill
down on waste, fraud, and abuse. While the President did propose increased funding for the OIG
in FY 2016, the office remains under-resourced. limiting its ability to perform its vital functions.

DHS Programs to Eliminate or De-Prioritize

DHS Programs that Duplicate Other Government Programs. DHS should deprioritize
programs that perform roles similar to that of other federal government agencies. Too often,
DHS has entered into issues that are inappropriate for a Department charged with protecting the
nation’s security. For example, DHS is spending money in its FY2016 budget request on climate
change. Without commenting on the merits of this spending, DHS is not the right agency to
engage in this effort. DHS should perform a top-to-bottom review for this type of duplication,
For example, DHS’s Immigrations & Customs Enforcement agency maintains a dedicated Cyber
Crimes Center, which may exceed the agency’s mission and unnecessarily duplicate the Federal
Bureau of Investigation’s cybercrime investigation programs.

Excessive declaration of federal disasters. Congress should reform FEMA’s disaster relief
programs to reprioritize providing emergency assistance and relief when states and local
communities have truly been overwhelmed and when American eitizens” lives are at risk.
Further, it should reform its flood insurance program to discourage, rather than encourage,
people from building or rebuilding homes or properties where they are likely to be in harm’s
way.

Implementation of the President’s unlawful executive action. Unfortunately, the President’s
budget furthers the harmfui unintended consequences of {ederal government policies that fuel
illegal immigration and frustrate prosecution and deportation efforts that follow apprehension.
On February 16, 2013 a Federal District Court issued an injunction against Obama’s executive

® Secretary Johnson, Memorandum for DHS Leadership, Strengthening Departmental Unity of Effort, April 22,
2014, hpiowww hlswatch.convwp-conteny uploads 20 1404 DS LiniOf Tort pd
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actions on immigration.!' The Obama ‘Administration should respect the decision of the Court o
issue an injunction against these executive actions and Congress’s budget should reflect that
decision, prohibiting funding the President’s actions within its fiscal year budget.

Research and development at the Department of Homeland Security without a peer review
process. Rescarch and development at the DHS Science and Technology Directorate is not
clearly prioritized. The Directorate does not have a good process for judging the fong-term
impact of its projects. Since there are challenges to establishing such metrics, the National
Academy of Public Administration has previously callcd for the Directorate to institute a peer-
review process to compensate for the risk of funding a low-impact program.'? There is still no
such peer.review in choosing the Directorate’s projects (however, there is an annual, high-level
performance assessment). The budget should insist on such a peer review process for projects
funded.

Governmental Affairs

Improve IGs Ability to Investigate and Recover Fraudulent Payments
Savings:  Undetermined

The Computer Matching and Privacy Protection Act of 1988 prevents inspectors general
(1Gs) from using computer matching programs to compare Federal récords against other Federal
and non-Federal records, hampering [Gs’ ability to investigate fraud. Congress should amend
the Inspector Gencral Act to exempt inspectors general (and any agency that eontracts with
them) from the applicable Computer Matching and Privacy Protection Act of 1988 restrictions to
allow for more detection and recovery of fraudulent payments.

There are numerous examples of how this proposal could result in significant savings.
For example, in 2013, the Social Security Administration (SSA) 1G matched DHS travel data
against SSA data to determine Supplemental Security Income (SSI) recipicnts who were
ineligible for benefits because they left the country for more than 30 consecutive days. This
analysis found about 35,000 individuals, totaling ovcrpayments of $152 million in just a few
years. SSA IG could not give this data to SSA to recover or terminate benefits because they did
not hav? a matching agreement, which would have taken over a year to receive from the
agency.

" Texas v
234 _145X20977588 O.pdl

2 National Academy of Public Administration, “Developing Technology to Protect America,” 2009,

hpy napawash.org, wp-content uploads:2069.09-10.pdf,

¥ Stat for the Record, The Honorable Patrick P. Q’Carroil, Ir., Inspector General, Social Security
Administration, Hearing Before the Committee on Homeland Security and Governmental Affairs in the United
States Senate, Improving the Efficiency, Effectiveness, and Independence of Inspectors General, 4 (Feb. 24, 2015),
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The Paperwork Reduction Act also prevenis IGs from collecting information for an
investigation without a lengthy and burdensome approval process through the agency. The
Inspector General Act should be amended to exempt inspectors general from this process to
allow for more detection and recovery of fraudulent payments.

Provide Pension Benefits to Federal Employees Rather than Workers Compensation after
Reaching the Age of Retirement

Savings: $400 million over 10 years

Currently, federal employees injured on the job can continue receiving benefit payments
until well after the age of retirement under the Federal Employees Compensation Act {FECA).
As such, rather than receiving a retirement pension, these individuals receive benefits as if they
would otherwise have continued working. The law should be reformed along the lines proposed
in S. 1486, the “Postal Reform Act of 2013."

Expedite the Sale of Excess and Underutilized Federal Property
Savings: $15 billion over 10 years

The federal government now manages more than 63,000 unneeded real estate holdings
and other federal properties. This number continues to increase. American taxpayers foot the bill
for the operational costs of these buildings, such as utilities and maintenance. The
Administration supports a proposal called the Civilian Property Realignment Act, which would
use an approach similar to the Base Realignment and Consolidation process used by the
Department of Defense. This process is the most efficient way to rapidly remave properties that
are no longer needed from the federal inventory. This will reduce maintenance costs and
generate revenue in sales.

End Double Payment to Retired Federal Employees Who Have Been Rehired

Savings: $611 million over 10 years'’

Federal agencies are currently allowed to request a waiver from the Office of Personnel
Management to rehire a federal annuitant and allow the individual to receive full pay at the same
time as a full pension. Ending the ability of employees to “double dip” would save
approximately $611 million over ten years.
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Calculate Federal Employee Pensions Based on Highest Fi?e Years of Salary
Savings: $5 billion saved over 10 years ($6 biilion between 2015 and 2023 according to CBO)'®

The annuity paid to federal employees under the Federal Employees Retirement System
basic benefit program and the Civil Service Retirement System defined benefit model is
calculated on years of federal service and an employee’s highest three years of salary. Most state
and local governments and private sector employers that offer comparable annuities calculate the
benefit based on a five-year, not three-year, period. A longer time frame deters “spiking,” in
which employees take positions to artificially inflate pension benefits. Defined benefit pensions
(FERS and CSRS) should be calculated on highest five years of serviee fo eliminate this practice.

Close Unnecessary and Duplicative Data Centers
Savings: $10 billion over 10 years

As part of a comprehensive overhaul of the way the federal government buys and
manages information technology (IT), substantial savings could be achicved by reducing the
number of data centers operated by the government. Since the 1990s, the number of federal data
centers has grown from several hundred to more than six thousand. Many federal data centers
are redundant, as evidenced by server utilization rates that are a fraction of those in the private
sector. In 2010, the Otfice of Management and Budget (OMB) set a goal of closing 40 percent
of federal data centers, but progress has been slow and inconsistent. GAO estimates that
following through on OMB’s data center consolidation initiative could yield savings of over $10
billion.

Reduce Unnecessary Government Printing
Savings: $4.9 billion over 10 years

Many government documents are printed regardless of whether or not a published version
of the document has been requested. Better controls to ensure more deliberate policies to
determine when printing is and is not appropriate would result in significant savings.
Consclidate and Streamline Government Printing Agencies

Savings: Unknown

Y hrps s ww i ehesgovhudget-ontions 203344 48
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The Government Printing Office (GPQ) recently changed its name to the Government
Publishing Office. This change reflects, at least in title. that the agency’s role as the printer of all
government documents is becoming outdated. In function, however, GPO’s obsolete mission
remains the same. As GPO moves to a digital platform and away from the hardcopy printing of
govemnment information, it also increasingly duplicates the efforts of other federal agencies.
GPQ’s function assisting the legisiative branch should be consolidated with the Library of
Congress, and their function assisting the executive branch should be consolidated with the
National Archives.

Eliminate Duplicative Compliance Rules for Infrastructure Projects
Savings: $50 billion over 10 years

Transportation projects must go through a compliance process to determine whether they
meet federal, state and local rules. When state and local rules meet or exceed the standards of
federal requirements, performing the federal compliance process delays projects and increases
costs. By implementing the 437-day plan proposed by Congressman John Mica to streamline
this management process, the federal government could improve project guality, maintain safety,
and save billions of dollars.

Eliminate Early Retirement Benefits Adjustments Paid Under the Civil Service Retirement
System

Savings: $17 billion over 10 years

Early retirees (age 55-62) under the Civil Service Retirement System receive an annual
cost of living adjustment that incentivizes early retirement and is unavailable to the federal
workforee under the new Federal Employees Retirement System. Adjustments should be offered
to CSRS annuitants only after they reach federal retirement age of 62.

End “Cashing Out” of Unused Sick Leave.
Savings: Undetermined

In recent years, Congress changed longstanding policy to begin compensating federal
employees for unused sick leave at the end of their careers, similar to unused vacation time.
Rather than rewarding healthy individuals for not getting sick, Congress should reverse this
policy and treat sick leave as a safety net for employees who fall on hard times. This would mean
ending the policy to compensate federal employees for unused sick leave.
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Change to Electronic Invoicing System
Savings: $4.5 billion over 10 vears

The U.S. government has failed to transition to a government-wide invoicing system, a
proven method in the private sector to reduce costs and expedite invoice processing, Until
recently, the Executive Branch has failed to make major strides in its outdated processes for
invoicing. In a welcome change, the Treasury Department recently adopted this technology by
shifting all its bureaus to the Internet Payment Platform (IPP) by the end of fiscal 2012 and
requiring its commercial vendors to submit all invoices through the same system. Not only does
this electronic invoicing make financial sense, it increases government efficiency by expediting
processing time for accounts receivable and payable. Treasury recently estimated that
implementation of IPP government-wide would “reduce the cost of entering invoices and
responding to invoice inquiries by as much as 50% or $450 million annually.”"

Use Strategic Sourcing to Get the Best Price for Goods and Services
Savings: $50 billion over 10 ycars

Strategic sourcing allows the government to leverage its size and purchasing power by
purchasing goods and services as a single customer rather than through numerous smaller
contracts. GAO has found the use of strategic sourcing initiatives remains unjustifiably
low. Agencics with the highest procurement spending, the Departments of Defense, Homeland
Security, Energy, and Veterans Affairs, used strategic sourcing for only 5 percent of their
purchases in 2011. GAO notes “strategic sourcing. .. allowed companies to achieve savings of
10 to 20 percent. A similar savings rate applied to the federal procurement budget would equal
more than $50 billion,”

Consolidate Offices Addressing Federal Workforce Discrimination and Ethics
Savings: $2.7 billion over 10 vears

Mission and tasks related to the federal workforce are divided and duplicated among the
Office of Speeial Counsel, the Merit Systems Protection Board, the Office of Government Ethics
and the Federal Labor Relations Authority. The Equal Employment Opportunity Commission
(EEQC) further duptlicates some such functions when it deals with federal cmployees. The first
four agencies and their functions should be consolidated along with federal employee cases now
handled by the EEQC under the Office of Personnel Management.

7 1.S. Department of the Treasury, “Treasury Mandates Electronic Invoicing to Cut Taxpayer Costs, Improve
Efficiency,” July 31, 2011, available at: hup: www treasury gov. press-center press-releases, Pages 181238.aspy
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Conduct 2020 Census Online
Savings: $2 billion over 10 years
The U.S. Census Bureau canceled efforts to use technology in iis 2010 decennial survey even
though 100 million income tax returns are currently filed online. Conducting the 2020 survey
primarily online will save data capture and paper handling costs and will permit a much smaller
temporary workforee.
Require Government Contractors to Compete for Projects
Savings: 52 billion over 10 years

Sole-source contracts have jumped by $100 billion between fiscal years 2000 and 2008.
These contracts, which do not allow competition, repeatedly produce subpar or even
nonfunctional products. The use of such contracts should end. Requiring competition for
government contracts improves outcomes while reducing costs.
Consolidate Economic Statistics-Collecting Agencies
Savings: $1.9 billion over 10 years

The Census Burcau collects and analyzes data on the economy. So does the Bureau of
Labor Statistics, the Bureau of Economic Analysis and smaller agencies. These should be
combined into a single operation to eliminare duplication of work, workforce and administrative
costs.
Make the American Community Survey Voluntary and Online
Savings: $500 million over 10 years

The survey produces useful economic and marketing data, but some of its questions are
considered intrusive and the survey is costly to run. Going online and making participation
voluntary will save an estimated 20 percent on management costs.

Do Not Provide Funding Requested by GSA to Build a Cyber Campus

Savings: At least $400 million
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The General Services Administration (GSA) has requested funding to build a “cyber
campus.” Neither GSA nor the agency stakeholders have sufficiently justified the need for the
cyber campus, which unnecessarily duplicates existing cybersecurity location-sharing efforts.

Substantially Reduce “Official Time” Paid to Federal Employees to Conduct Union
Activities

Savings: Unknown

Federal employees who are members of unions are eligible to be paid by the taxpayer to
conduct union activity. Some federal employees charge 100 percent of their hours on “official
time.” indicating their only job responsibility in the fedcral government is to conduct union
activity. Public sector union bosses should be compensated out of union dues. not by the
taxpayer. Official time should remain available for limited circumstances, such as for
representation in disciplinary hearings.

Reduce federal workforce by 10% through attrition
Savings: $60 billion from 2016 through 2025.

The federal workforce continues to grow. [n 2012, the federal government employed
about 2.2 million civilian cmployces, excluding Postal Service employees. 1f certain agencies
within the federal government hired one worker for every three it loses to attrition, it could
reduce the workforce by about 70,000 employees. According to the Congressional Budget
Office, federal agencies can make do with fewer employees if they worked efficiently and
eliminated services that are not cost-effective.

Regulatory Reform
Savings: Undetermined

Federal regulations touch the lives of every American every day. Private enterprise is
governed by regulation at every stage of its life cycle: from entry of new firms, to operations of
existing ones, and even exit of failing firms. The sum of regulations, when properly structured.
must carefully balance issues of safety and public interest with the ability of businesses and
individuals to achieve their own ends. Unforiunately a balancing principle in regulation is not
self-executing and requires Congress to continually monitor and seek improvements in the
regulatory proeess.
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The scope of the issue is staggering. Federal regulations are estimated to cost Americans
$1.863 tritlion annually,'® with a 36 percent higher per-employee cost for small businesses. "
Last year alone the government added 79,000 pages of new federal regulations, amounting to
$181.5 biltion in additional regulatory costs.? These regulations range from so-called “transfer
rules”™ with almost zero net cost, to complex new requirements with estimated costs of over $1
billion.

While no aggregate measure of regulatory cost is perfect, the significant impact of
regulations has been acknowledged by officials across the political spectrum. For example.
President Obama has recognized regulations “play an indispensable role in protecting public
health, zvyc!farc, safety, and our environment, but they can also impose significant burdens and
costs, ™

The Committee on Homeland Sccurity and Governmental Affairs will engage in a long-
term effort to explore and implement reforms to the regulatory process. The primary law
governing rulemaking, the Administrative Procedure Act, is itself nearly 70 years old, so the
Committee’s opportunities for improvement are substantial. In particular the Committee will
conduct hearings and pursue legislative solutions to address:

e Delays and uncertainty in the federal permit application process for major
infrastructure projects;

e The lack of an effective retrospective review process for inetfective, obsolete, and
duplicative rules;

® The role and potential weaknesses in regulatory impact analysis, especially for
economically significant proposed rules; and

® Any tensions or gaps that exist between agency decision-making and the
countervailing balance of Congressional and judicial review.

The budget resolution ought to reflect the fact that the net burden of regulations poses a
real cost to taxpayers in the same way direct spending and taxes do. By including a “regulatory
budget” ~ an acknowledgment of the real pecuniary impact of the regulatory state — Congress
and the public will have a more accurate and realistic sense of the true scope and size of the
Federal government.

% Clyde Wayne Crews, “Ten Thousand Commandments: An Anaual Snapshot of the Federal Regulatory State,”
Competitive Enterprise Institute, April 2014, p. 6, Table 1.

¥ Nicole V. Crain and W. Mark Crain, “The Impact of Regulatory Costs on Small Firms,” Small Business
Administration, Office of Advocacy, September 2010, p. 8.

* Sam Batkins, “2014: Year of Action, Year of Regulation,” American Action Forum, January 6, 2015.

*' Executive Order No. 13610, May 14, 2012.
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I appreciate this opportunity to comment on issues of concern to the Commitiee on
Homeland Security and Governmental Affairs.

Sincerely,

cc:  The Honorable Thomas R. Carper
Ranking Member
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The Honorable Mike Enzi
Chairman

U.S. Senate Budget Committee
624 Dirksen Senate Office Building
Washington, DC 20510

The Honorable Bernie Sanders
Ranking Member

U.S. Senate Budget Committee

624 Dirksen Senate Office Building
Washington, DC 20510

Dear Chairman Enzi and Ranking Member Sanders:

Thank you for the opportunity to provide my views and estimates regarding the Fiscal Year (FY)
2016 budget as it affects matters within the purview of the Homeland Security and Governmental
Affairs Committee (HSGAC). I trust that my recommendations and comments will assist you in
preparing the budget resolution for FY 2016, ‘

Getting our nation's deficit and debt under control is critical for the well-being of our nation and
economy. | continue to favor an approach along the lines of that suggested by a majority of the
Bowles-Simpson Deficit Commission. I still believe the kind of "grand bargain” approach the
Commission came to consensus around represents our best chance to bring Republicans and
Democrats together because it puts everything on the table: discretionary spending, defense
spending, entitlement programs, and revenues. We need to take this kind of broad approach if
we want to succeed in reducing the deficit without resorting to the indiscriminate cuts that were
made under sequestration, and which hurt even the highest-performing and most efficient

programs.

When [ was named Ranking Member of the Senate Committee on Homeland Security and
Government Affairs earlier this year, | reiterated that my top two priorities would be to keep our
homeland secure and to find ways to get better results for less money, both at the Department of
Homeland Security (the Department or DHS) and throughout our federal government. Our
Committee is uniquely positioned in the Senate to review and eliminate waste, fraud and abuse in
program spending across the government. In finding ways to achieve this goal, we pay particular
attention to issues raised by the Government Accountability Office (GAO) High-Risk series
reports and in fact, just held a hearing last month on some of the top risks in government
program as documented by the GAO. I have included recommendations for improved
governmental performance in my views and estimates.
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In the absence of a Simpson-Bowles-like plan on the deficit and debt, the work that HSGAC has
done under my two years as Chairman and now as its Ranking Member is even more important.
We have made progress in passing vital government-wide efficiency and effectiveness
legislation that will yield direct savings, reduce spending, and improve efficiency. For example,
last Congress we passed the Border Patrol Agent Pay Reform Act of 2013, which is estimated to
save the taxpayers roughly $100 million a year, We passed the Federal Information Security
Modemization Act of 2014, which will move agencies away from costly paperwork exercises to
more efficient automated security practices. In addition, we passed the Federal Information
Technology Acquisition Reform Act to better manage the $80 billion per year that the federal
government spends on information technology, and we passed the DATA Act to provide better
transparency into government spending, which will lead to better resuits. Finally, through our
oversight role, we advanced a number of important management initiatives, such as curbing
improper payments, reducing the federal real estate footprint, and producing savings in federal
contracting through the use of strategic sourcing to achieve substantial savings for commonly
purchased items across the government.

The recommendations in this letter reflect my goal of finding savings in the programs and
initiatives under the Committee’s jurisdiction either in the near-term or over time. In some areas,
I make recommendations intended to achieve immediate savings. In others, 1 have

recommended strategic investments that have the potential to improve program effectiveness and
achieve savings in the long run. In still others, I wam against making shortsighted cuts that might
achieve savings today but could lead to waste, inefficiency, and higher costs in the future.

I am very concerned that discretionary funding levels will be subject to sequestration again in
fiscal years 2016 through 2023. In 2013, Congressman Ryan and Senator Murray, then Chairs of
the House and Senate Budget Committees respectively, reached an agreement to replace
sequestration for fiscal years 2014 and 2015. 1 encourage you to work on a bipartisan basis to
again achieve a sensible, balanced replacement for sequestration for this and future years.

For FY 2016, I am particularly concerned about the total funds available under the statutory
spending caps, and particularly the split between defense and non-defense funding authority.
There are many vocal backers of lifting spending caps for the Defense Department, which would
have a direct impact on the funding available for the Department of Homeland Security, among
other key departments and agencies. Only a small portion of the DHS budget is categorized as
defense spending and the department has operated for multiple years with either declining or flat
funding. This trend cannot continue if we expect to keep our nation safe and secure. In addition,
leaving sequestration in place for other non-defense discretionary spending as well would
impede initiatives at many other agencies in the jurisdiction of the Homeland Security and
Governmental Affairs Committee that will result in significant savings over time. For example,
investments in Inspectors General across the government result in significant benefit to the
taxpayers. In FY 2013 Inspectors General conducted audits, inspections, evaluations and
investigations resulting in approximately $14.8 billion in recoveries and receivables. In
comparison, the aggregate FY 2013 budget of the 72 federal Inspectors General was
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approximately $2.5 billion, meaning that potential savings represent about a $21 return on every
dollar invested in Inspectors General. Replacing sequestration for defense funding only would
ignore these and many other benefits of non-defense discretionary funding.

Piease note that my recommendations for funding increases and decreases relative to the
projections from the Congressional Budget Office are included as Appendix A.

I. DEPARTMENT OF HOMELAND SECURITY (DHS)

The demands on the Department of Homeland Security to keep the American people safe are
great, and the ever-changing threats we face as a nation continue to pose new and increasingly
complex challenges. Short-sighted funding cuts at the Department now can lead to potentially
big costs later if a lack of resources contributes to a major terrorism incident or a natural disaster.
Sufficiently resourcing the Department, then, is critical even in the very difficult budget
environment we currently face. I believe that the Department should be funded in Fiscal Year
(FY) 2016, at a minimum, at the President’s FY 2016 budget request of $65 billion in total
budget authority, including at a minimum $4 billion in fees and $7.37 billion for the Disaster
Relief Fund. The President’s request includes $41.2 billion in net discretionary funding for
DHS. This request is $3 billion over what the President asked for last year and nearly $1.5
billion over the $39.67 billion in discretionary funding in the FY 2015 DHS funding bill still
pending before Congress.

Overall, 1 support the President’s FY 2016 budget request for DHS, and am pleased that he has
requested a reasonable increase in discretionary funding. The requested increase is necessary to
support a number of critical existing and emerging national security priorities at the Department,
including maintaining historic levels of personnel, equipment, and technology for border
security, enhancing cybersecurity across the country, and protecting the United States from
terrorist attacks. This funding is also vital to sustaining key intelligence and management
initiatives within the Department, and making DHS a more efficient and effective organization.

As we embrace these priorities, we must continue to find efficiencies and cost savings
throughout the Department. The exceptional leadership team at the Department should be
commended for their efforts in this regard. For example, to create additional flexibility to fund
essential DHS operations, the FY 2016 budget request reflects a number of efficiencies identified
through streamlining programs and overhead savings. In fact, since 2009, the Department has
identified over $4 billion in cost avoidances and reductions, allowing the Department to redeploy
funds to mission-critical initiatives. These efforts must be continued where possible, and require
strong and sustained congressional support. I intend to continue to use my position as the lead
Democrat on HSGAC to ensure that they are. Working with our Chairman, Senator Ron
Johnson, and each of our other members, our committee will continue finding efficiencies and
savings in the Department’s agencies.

As we do that and as you formulate the FY 2016 budget, I urge you to work diligently to ensure
that we do not ignore necessary investments in the Department's personnel and facilities. As you
know, the Department continues 1o struggle with very low morale, so it is critical that we
continue to build a strong DHS workforce and maintain the facilities and infrastructure the
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Department will require to successfully and cost-effectively achieve its challenging and
important missions.

Finally, as a general matter, I also wish to call attention to the many problems that the severe
funding cuts required by sequestration would cause if such cuts were applied to the Department's
FY 2016 budget. If sequestration is applied to DHS, the cuts would negatively impact the ability
of the Department to effectively perform its security missions and the progress we have made in
improving our nation's preparedness for disasters. Sequestration - if fully implemented - would
demand that the Department furlough frontline law enforcement personnel, hamper the progress
that has been made in recent years in improving border security and disaster response, increase
wait times at airports and other vital ports of entry, and delay the development and
implementation of vitally important cybersecurity measures. We must find a better way than this
to rein in our budget problems, and I have shared my views above as to what I believe that better
way would include.

Because of the critical importance of a few items that will be covered in the President’s FY 2016
budget, let me discuss a few areas in more detail below.

DHS Management

Strong department-level management is needed at DHS to ensure that its components operate
cohesively and also to control the components’ costs through disciplined oversight of
acquisitions, information technology, human capital, and financial management. Earlier this
month, GAQ issued a report noting the considerable progress the Department has made in
transforming its agencies into a single, more cohesive department. Indeed, Secretary Johnson
and Deputy Secretary Alejandro Mayorkas have made considerable progress making the
Department stronger with their “Unity of Effort” initiative.

The President’s budget proposal for management at DHS is $960 million, which is an increase of
28 percent, or $212 million over the FY 2015 request. The request prioritizes $43 million in
funding for modernizing the Department’s financial management systems, which will help
sustain the clean financial audit DHS received the last two years. The request for DHS
management also includes substantial funding — $215 million — for the ongoing headquarters
consolidation on the St. Elizabeths campus. Separately, the General Services Administration
(GSA) budget request seeks another $380 million for St. Elizabeths. I strongly support fully
funding both DHS and GSA for this vital project.

My staff issued a report last fall that found that finishing the consolidated DHS headquarters
would improve our nation’s homeland security and save the federal government almost $1
billion over the next 30 years. Currently, much of DHS’s space in the region is paid for through
increasingly expensive commercial leases, meaning fewer dollars can be spent on mission
operations. This trend is unacceptable, especially in the budget climate we currently face. GSA
reports that completion of St. Elizabeths would eliminate 31 commercial leases. The GSA
prospectus on the St. Elizabeths project, submitted as part of the President’s FY 2015 budget
request, projected that leasing equivalent space would cost $700 million more over the next 30
years than constructing St. Elizabeths. Moreover, GSA and DHS have just completed a revised
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plan that will save even more money by moving more employees to St. Elizabeths than originally
planned and reducing the construction footprint on the campus. These revisions will bring total
lease savings to well over §1 billion, as previously mentioned. Given these substantial savings
and the benefits to our nation’s security, we should continue to support this vital project.

Office of the Inspector General

The DHS Office of Inspector General also plays a critical role in helping to improve
management and operations of the Department especially with respect to weeding out waste,
fraud, and abuse. The President’s budget requests $166 million for this office, an increase of $21
million over last year’s request. | support this increase in funding, which I believe will help
improve management across the department.

Customs and Border Protection

The President’s FY 2016 budget request for Customs and Border Protection (CBP) is $13.5
billion. This represents an increase of 6.3 percent, or $800 million, over last year’s request. The
requested level of funding would maintain the current record level of 23,166 Border Patrol
agents and modestly increases customs and immigration user fees to pay for an additional 100
CBP officers at U.S. ports of entry (for a total 0f 21,381). While I support providing the
resources necessary to fully staff this vital agency, I also believe that smart investments in force-
multiplying technology and equipment are critical if we are to better secure our border with
Mexico. In fact, on a recent CODEL to the Rio Grande Valley in south Texas, we heard
repeatedly from local ranchers and others that “technology is the key to securing the border.”

Between the Ports of Entry. With the help of Congress, CBP has made substantial
investments in border security technology or “force multipliers” over the past several years.
However, during our trip to south Texas carlier this year, | was disappointed to learn that CBP
faces many challenges in utilizing its Unmanned Aircraft Systems to its fullest potential, in part
due to a lack of resources for operation and maintenance. These limitations were recently
highlighted in a DHS Office of the Inspector General report. While we will not be able to
address some obstacles highlighted by the Inspector General, such as weather-related challenges,
there are others that we can address, and we must.

The President’s budget request includes funding for additional crews to operate CBP’s drone
fleet. The President also seeks additional resources to invest in less expensive air assets,
including fixed wing aircrafl, Tethered Aerostat Radar Systems, and other Department of
Defense assets that can be repurposed to help secure our borders. In addition, he is proposing to
increase flight hours for existing CBP air assets by providing an increase in funding for fuel,
maintenance, and spare parts. Moreover, during our Texas trip, [ learned about the need for a
number of other assets that can serve as effective “force multipliers,” including surveillance
towers, airborne radars such as the VaDER (vehicle and dismount exploitation radar technology),
shallow-water boats for use along the Rio Grande River, and mounted horse patrols. [ support
these initiatives and recommend that you do so as well.

At the Ports of Entry. The number of CBP officers at ports of entry has grown little
despite long wait times for travelers and trade at the border, as well as numerous challenges at
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our ports of entry. Businesses and local officials along the border often complain that long wait
times at the border are adversely affecting trade and commerce, which was valued at $2.4 tritlion
dollars in 2014. 1 fully support the President’s request to adjust user fees to increase the number
of officers working at our ports of entry. This modification would support the President's
initiatives on travel and trade and create new jobs by facilitating commerce. I also support the
President’s requests for new non-intrusive inspection equipment at our ports of entry to be used
to screen incoming cargo. This inspection equipment will speed screening of imports without
sacrificing security while reducing the cost of imported goods to consumers that results from
delays in movement of cargo to consumer markets.

I applaud the President’s efforts to undertake facility modernization initiatives at our hundreds of
ports of entry. Doing so will improve our ability to facilitate the legitimate movement of
passengers and cargo across our borders. For example, I support the funding requests for both
DHS and GSA to modernize ports of entry across the country. I have also welcomed the
opportunity to work with the Administration to foster public-private partnerships along the
border that allow CBP to enter into reimbursable agreements with private sector entities to
provide expanded operations and infrastructure improvements at certain ports of entry. During
my visits to our border, however, [ heard that these programs are cumbersome to navigate and
take too long to demonstrate results, These concerns, however, should not deter our efforts.
Rather, it should prompt us to redouble our efforts to ensure these programs continue with the
resources they need to maximize their savings for the taxpayer and benefits to our officers and
communities.

Unaccompanied Alien Children: Last summer, we witnessed a humanitarian crisis on
our southern border. Tens of thousands of unaccompanied minors and families with small
children streamed into south Texas seeking refuge from violence and poverty in their home
countries of Guaternala, Honduras and El Salvador. These migrants overwhelmed small border
patrol stations as CBP agents struggled to find appropriate shelter for them or process their return
home. During our recent trip to Texas, I learned that the situation is much improved. Winter
weather and aggressive efforts by our government and the governments of Mexico and Central
America have combined to significantly stem the tide. But the desperate conditions that caused
so many to flee last summer have changed very little, and our border officials are braced for
more arrivals this spring and summer — the typical peak months for such migrants, The
President’s budget request for CBP includes $29 million for the apprehension and care of
unaccompanied children, including costs such as personal hygiene items for parents and
unaccompanied children held temporarily at CBP facilities. I strongly recommend that the
Budget Committee support this requested funding for CBP.

Immigration and Customs Enforcement

Another key aspect of our efforts to secure our borders is Immigration and Customs
Enforcement's (ICE) ability to investigate and ultimately dismantle the criminal organizations
that thrive by taking advantage of the vulnerabilities that exist in parts of Latin America. To this
end, it is vitally important that we maintain support for ICE at the President’s requested FY 2016
level. The President’s FY 2016 budget request for ICE is $6.28 billion, which is an increase of
17 percent, or nearly $923 million over the FY 2015 President’s request. Approximately $100
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million of this funding would be used to increase domestic investigative capacity by hiring
approximately 250 Special Agents and investigative personnel. The other main drivers of this
increase are proposals to fund detention beds for an average daily population of 34,040 detainees
(31,280 adult and 2,760 individuals housed in family units).

Detention beds are very expensive; however, they are not always necessary to achieve
enforcement goals. For this reason, I recommend that you support ~ where appropriate — the
Alternatives to Detention program. The Alternatives to Detention program not only ensures
humane treatment of non-criminal aliens who pose little flight risk or threat to public safety, but
it also saves taxpayers tens of millions of dollars by reducing the need to house individuals at
ICE detention centers. I was pleased to see that the President is seeking an increase in funding of
$31 million for this program, for a total of $124 million. This funding would support a total of
53,000 average daily participants in alternatives to detention using such methods as GPS-enabled
ankle bracelets or other forms of monitoring. 1t is also worth examining whether further
expanding this program will allow ICE to reduce the number of more-costly detention beds it
must maintain given that the average cost of alternatives to detention can be dramatically lower.
For example, adult detention beds typically cost at least $120 per day, and family detention beds
are even more expensive. By contrast, alternatives to detention can cost less than $10 per

day. For the population that is truly lower risk, I would encourage you to support flexibility for
using the lowest cost option to control the non-criminal alien population.

Cybersecurity

The threats to our nation’s computer networks continue to grow at a rapid pace and are
increasingly becoming more disruptive and even destructive. This is illustrated by the recent
attacks on Anthem, Sony, Target, JP Morgan, the White House, the U.S. Postal Service, and the
Office of Personnel Management, to name only a few. Last year, Congress made strides in
bolstering our nation’s cyber defenses by passing four cybersecurity bills that strengthen our
national security and help modernize our nation’s cybersecurity and cyber workforce. But more
must be done. One of our top priorities this Congress must be to promote the sharing of cyber
threat data among the private sector and the federal government to defend against cyber-attacks
and encourage better coordination. In mid-February, | introduced legislation that would allow
companies and the government to share more information about cyber threats and to do so more
efficiently and effectively. The Administration has also taken several steps to bolster our cyber
defenses.

The President’s FY 2016 budget request for the National Protection and Programs Directorate
includes $818 million for cybersecurity activities, which is an increase of $72 million over last
year’s request. This funding includes $611 million to support the deployment of the EINSTEIN
intrusion detection and prevention system and continuous diagnostics and mitigation across the
federal government networks. These are incredibly important programs that will help federal
agencies detect and respond to cyber intrusions and vulnerabilities in near real time. I strongly
support the President’s request for cybersecurity activities at the Department and encourage you
to ensure the Directorate receives the funds necessary to meet the growing threats we face in
cyberspace.
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U.S. Secret Service

The United States Secret Service (USSS) has a long history of carrying out two important
missions: protecting the President, Vice President, former Presidents, their families, and visiting
heads of state, and investigating financial and cybercrimes that threaten the integrity of the U.S.
economy. Recent incidents, however, have raised questions about the agency’s ability to fulfill
its protective mission, and led Secretary Jeh Johnson to convene a Protective Mission Panel to
assess the agency’s performance. In December 2014, the panel completed its work, and found
that the Secret Service needed to improve its emphasis on the protective mission and seek strong,
new leadership that could drive change within the agency. The President recently appointed Joe
Clancy as the Director of the Secret Service, who many believe had shown in his time as Acting
Director that he was prepared to carry out necessary changes at the agency. Now it is time for the
Congress to support him and the agency with the personnel and resources they need to
implement the Protective Mission Panel’s recommendations to ensure the Secret Service has the
necessary manpower, training, and technology to protect the White House and senior
government leaders.

The President’s FY 2016 budget request for the Secret Service is $2.2 billion, an increase of
$300 million over the President’s request for FY 2015. While a substantial portion of the
requested increase is expected and related to the agency’s preparations for the 2016 Presidential
Campaign and to begin assembling and training a detail for protecting President Obama once his
term ends, the increase also includes additional funding to implement the Protective Mission
Panel’s recommendations. This includes funding for an additional 75 positions to augment
protective capabilities, and $87 million for security enhancements at the White House

Complex. I recommend that you fully fund the Secret Service, and continue to work with the
Administration to ensure the agency has the support and resources it needs to implement the
panel’s recommendations.

Transportation Security Administration

Over the last decade, we have seen a number of attempts by terrorist groups to use our
transportation systems to carry out a terrorist attack, Most recently, the Islamic State of Iraq and
the Levant has openly encouraged attacks against our citizens and transportation systems. In
each of these cases and in others, the Transportation Security Administration (TSA), with the
help of Congress, has worked quickly and effectively to counter the evolving threat and keep our
domestic and international travel and trade systems operating. The President’s FY 2016 budget
request for TSA is $7.3 billion. Notably, the request reflects significant efficiencies gained by
TSA as a result of its trusted traveler program and risk-based screening initiatives. The more-
efficient screening operations in place today will save the agency an estimated $130 million in
FY 2016, an achievement that should be applauded.

In addition to aviation security, it is equally important that we adequately invest in the protection
of our rail and transit networks. The attacks we have seen over the years in Madrid, London, and
Mumbai make it all too clear that terrorists see rail and transit systems as convenient and inviting
targets. It is imperative that DHS — and TSA in particular - have the resources necessary to work
with Amtrak and [ocal rail and transit providers to ensure the safety and security of their
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passengers. The President’s budget request, however, includes a $3 million cut to the Visible
Intermodal Prevention and Response or “VIPR” teams which help protect rail and transit
systems. This modest investment should be restored so that we can better protect our rail and
transit networks given the threats our country faces in this area,

CBP and TSA Fee Modernization

The President’s FY 2016 budget request asks Congress to modernize and modestly increase four
key homeland security fees assessed by CBP and TSA (two by each agency). For CBP, this
includes one fee for customs services and another for immigration services. The TSA fees
include the passenger security fee and the air carrier security fee. Unlike previous requests,
however, this budget wouldn’t require Congress to authorize these fee increases to pay for key
agency activities. Rather, the President’s FY 2016 budget request asks Congress to pass
authorization legislation to modernize and increase the fees, but fully funds the agencies without
the fee increases, If the fee increases are approved by Congress, the additional revenue could be
applied to other homeland security priorities, including but not limited to force multipliers for
border security or ships for the Coast Guard. Thus, we have the opportunity to reduce DHS’s
overall need for appropriated funds and thereby contribute to deficit reduction.

The 2010 budget resolution, in Section 411, requires Congress and Committees to make
recommendations to you to eliminate waste, fraud and abuse. To that end, I recommend that
funding the TSA and CBP fee-funded programs with scarce discretionary funding when fees can
be collected that also reduce the deficit, is unwise and unnecessary and should be avoided. I
would like to work with you, our colleagues on the appropriate authorizing Committees, and
House and Senate leadership to find a way to ensure that those who use the services provided by
CBP and TSA pay a fair and appropriate share of the costs of securing trade and travel into and
out of the United States. I strongly recommend that you support the President’s fee proposals.

United States Coast Guard

The men and women of the United States Coast Guard (USCG) have made a habit out of doing
more with less for years, They should be commended for their efforts. However, far too many of
the agency's operational assets - its ships, helicopters and planes - are being operated long
beyond their anticipated lifespan. Maintaining these aged assets gets more expensive each year.
Over the last decade, the Administration and Congress have worked together to begin
recapitalizing the USCG's fleet. 1t is important that we remain committed to this effort.
Therefore, I would urge the Committee to ensure that the Coast Guard receives adequate funding
to enable the agency to continue to fulfill its critical environmental, safety, and homeland
security missions.

Federal Emergency Management Agency

A number of programs within the Federal Emergency Management Agency (FEMA) see no
growth in the President’s FY 2016 budget request. Most notably, the President’s budget once
again proposes to slightly reduce grant funding in FY 2016. These grants include, for example,
the State Homeland Security Grant Program, the Urban Areas Security Initiative, the Staffing for
Adequate Fire & Emergency Response (SAFER) and Assistance to Firefighters Grants,
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Emergency Management Performance Grants and Operation Stonegarden grants for border
communities. While FEMA must do a better job of improving accountability and drawing down
unexpended balances, these grants have still been successful in helping to build our national
emergency response capabilities, while strengthening our nation's preparedness. We need to
look no further than the response in Boston to the 2013 Boston Marathon bombing to see the
vital nature of the grants in preparing for and responding to a terrorist incident. With that in
mind, I urge you to support these grants at an amount necessary to maintain the level of
preparedness we have built over the last decade.

As a Delaware resident, | have seen firsthand the importance of pre-disaster mitigation work,
such as shoreline dune restoration projects. Indeed, a 2007 Congressional Budget Office study
(CBO) found that future losses are reduced by $3 for each $1 spent on mitigation efforts. In his
FY 2015 budget request, the President did not seek new funding for the Pre-disaster Mitigation
Program, which was a concern for me and many of our colleagues. Fortunately, in FY 2016, the
President seeks $200 million for this program. I strongly encourage you to ensure pre-disaster
mitigations funds remain a priority.

U.S, Strategy for Engagement in Central America

Last Congress, in an effort to better understand the border security challenges facing our country,
1 traveled not only to our southern and northern borders but also to Mexico, Colombia,
Guatemala, Honduras and E! Salvador. I traveled to these countries to see first-hand what was
driving the unprecedented surges in migration from Guatemala, Honduras and El Salvador that
we all witnessed. 1 also met with a number of U.S. and Central American officials. As the
former Chairman of Homeland Security and Governmental Affairs Committee, I held several
hearings on the root causes that are driving so many people to leave their home countries in
Central America. Based on everything that I saw and heard, I came to the conclusion that these
Central American children and families were largely not trying to evade capture when they
arrived at our border with Mexico. Rather, most of them were turning themselves in to our
Border Patrol because they were trying to escape lives of misery that many of them faced, and
still do. These young children and mothers with babies, who are desperate enough to embark on
the dangerous and often deadly journey through Mexico, are truly “the least of these”. As we
continue to fortify our borders with more technology, infrastructure, and personnel, it is vitally
important that we also address the root causes of hopelessness, violence, and lack of economic
opportunity in the Northern Triangle that compe!l so many desperate families and children to
make the dangerous 1,500 mile journey to the United States in the first place.

The President’s FY 2016 budget request for the Department of State requests $1 billion in
funding to address the root causes of migration from Central America to the United States. This
funding would support the newly-announced U.S. Strategy for Engagement in Central America.
The strategy is a comprehensive whole-of-government approach for Central America to address
the underlying causes of illegal migration - including the migration of unaccompanied children -,
by helping to restore the rule of law, improving governance and advancing prosperity. The
proposal includes $508 million for development assistance to the three Northern Triangle
countries — Guatemala, Honduras, and El Salvador. Another $423 million would be provided in
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regional funding for Central America, with $286 million targeted to support the Central America
Regional Security Initiative (CARSI) for narcotics control and law enforcement. Roughly $120
million would be used for programs to promote prosperity and strengthen governance.

I strongly urge the Committee to support this $1 billion funding request. In order to prevent
future surges in migration, we need to help these Northern Triangle countries and their leaders
overcome the circumstances that are pushing so many of their young people and families to flee.
Compared to the nearly quarter-of-a trillion dollars the U.S. has spent over the past decade to
fortify our border with Mexico, the relatively modest investments now sought by the Obama
Administration in the future of these Central American countries will pay huge dividends to the
security of our nation down the road and ultimately enable us to reduce spending on symptoms
of the problem.

II. GOVERNMENTAL AFFAIRS PROGRAMS AND AGENCIES

Given the need 1 noted above to achieve better results for less money across the federal
government, enabling more effective agency management should be a priority as we develop the
FY 2016 budget resolution. Rooting out waste, fraud, and abuse is an important element of more
effective management, and so is wiser and better-informed decision making. With the work of
the Government Accountability Office, the Office of Management and Budget and agency
Inspectors General as our guide, we must look in a strategic way across the government to ensure
that agency leaders are doing the best job they can to make effective and efficient use of the
resources taxpayers entrust to them. With those principles in mind, I offer the following
thoughts on general governmental affairs programs and agencies for FY 2016.

U.S. Postal Service

The Postal Service has continued to suffer unsustainable losses that threaten both its short-term
and long-term viability. In February 2012, the Postal Service introduced its Five-Year Business
Plan, which contained a number of proposals to close the significant budget gap. The plan was
designed to return the Postal Service to financial stability and generate savings or new revenue
totaling $20 billion annuaily. The spending reductions proposed by the Postal Service in that
plan and in subsequent announcements depend on a combination of measures, some of which
can and have been undertaken by the Postal Service on its own, while others require legislation.
We should accommodate the reforms required to achieve the Postal Service's goals in the FY
2016 budget.

o Medicare Integration: The Postal Service pays more into Medicare than any other employer
in the country, but does not receive the full benefit of doing so. I believe the integration of
the Postal Service healthcare system with Medicare needs to be an integral part of any
effort to ensure the future viability of the Postal Service. That is why Senator Tom Cobumn
and I included a provision in last year’s Postal Reform Act (S.1486) that would have
created a new Postal Service Health Benefits Program within the Federal Employees
Health Benefit Program in which all postal employees and annuitants would
participate. Medicare-¢ligible postal annuitants would be required to enroll in Medicare
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parts A, B and D as a condition of their enroliment in the new program and would receive
prescription drugs through a Medicare Part D Employee Group Waiver Plan

(EGWP). This proposal is fair and corrects a glaring inequity by allowing the Postal
Service to do the same thing that so many other American businesses already do — that is,
require Medicare-eligible postal retirees to sign up for Medicare as a condition of receiving
retiree health care coverage. It would also dramatically reduce the Postal Service’s long-
term retiree health care liabilities, approximately $50 billion of which are currently
unfunded. Driving down this obligation would allow Congress to reduce the large retiree
health care pre-funding payments required under current law, thus freeing resources at the
Postal Service to modernize hundreds of mail processing plants and thousands of post
offices, while replacing its aged fleet of over 140,000 vehicles over 20 years old with
energy-efficient, low-emission, reliable vehicles that are right-sized for the growing
number of packages and parcels that the Postal Service delivers today.

o Rates: The Postal Service saw a revenue increase of $569 million in FY 2014, due in large
part to the temporary 4.3exigent rate increase that was approved by the Postal Regulatory
Commission in 2013 and put into place in January 2014. Worth noting, however, is that even
with the benefit of the exigent rate increase, the Postal Service still ended the Fiscal Year with
35.5 billion in losses. Allowing rates to retum to pre-exigency levels, as is currently set to
occur later this year, will only further erode the Postal Service’s ability to fund operations,
address its urgent capital needs, and pay down its unfunded legacy costs. With the statutorily-
required rate structure review by the Postal Regulatory Commission on the hotizon in 2017,
we should avoid further confusion for both the Postal Service and its customers and ensure
that the rates do not go down until that review, and until Congress finally acts on much-needed
reform legislation.

o Postal Service Financial Relief (and Other Legislation) Reserve Fund: 1 also recommend that
areserve fund be included in the budget resolution to accommodate the budgetary impact of
possible legislation to adjust the financial requirements of the Postal Service (as discussed
above) and any other legislation under consideration by HSGAC that might affect the terms
and funding of certain employment benefits of Federal civilian personnel.

Census Bureau

As you may recall, the 2010 Decennial Census was the most expensive in U.S. history, costing
taxpayers approximately $13 billion. Among the many problems the Census Bureau faced while
planning for and conducting the 2010 Decennial was a lack of funding during the middle of the
last decade that prevented the Bureau from completing critical research and testing that could
have saved money during decennial operations, The Bureau has begun the testing and research
phase for the 2020 Decennial. This work includes studying and testing the increased use of
technology and providing for an Internet response option.

The President’s FY 2016 budget proposal for the Census Bureau is $1.5 billion, a necessary
increase over last year's request of $1.2 billion, and the $1.1 billion appropriated by Congress in
the latest omnibus appropriations bill. The Census Bureau’s deadline for making its major design
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decision for the 2020 Census is September 2015. The additional funding proposed by the
President for FY 2016 is vital to support implementation of that design while also maintaining
sufficient funding for other important statistical activities not related to the decennial census. If
the work is not funded, the Census Bureau will be forced to scale back planned innovations,
driving up overall costs and placing the census at risk. The Census Bureau estimates that design
changes could save $5 billion in conducting the 2020 Census compared to the cost of repeating
the design and methods used in the decennial census,

General Services Administration

The President has requested $253 million for the General Services Administration, a small
increase over the $240 million enacted for FY 2015. The requested funding will enable GSA to
fulfill its government-wide roles, which include reducing the federal real estate footprint, right-
sizing the federal fleet, training the acquisition workforce, encouraging strategic sourcing,
improving customer service, and providing better public access to government data. The modest
increase to the GSA budget will provide $13 million for preparing for the Presidential transition.
This funding is very important to ensure that transition preparation starts well before the election.
I strongly support the President’s funding request for GSA, including the additional funding
proposed for Presidential transition activities.

Office of Personnel Management

The President has requested $272 million for the Office of Personnel Management (OPM), a
modest increase over the $240 million enacted for FY 2015. This funding will help ensure OPM
can meet its mission to recruit, retain and serve a world-class federal workforce. The majority of
the additional funding requested this year would be used to make needed investments in OPM’s
IT infrastructure that will allow OPM to continue to modemnize its systems and ensure the
security of the personally identifiable information of our federal personnel 1 support the
President’s requested funding for OPM.

The National Archives and Records Administration

The President has requested $389 million for the National Archives and Records Administration
(NARA), compared to $381.7 million enacted for FY 2015. Decades of technological advances
have transformed agency operations while creating new challenges and opportunities with
respect to the effective management of agency records. The Administration, through a
Presidential Memorandum and a Directive from OMB, has taken key steps to modernize and
improve how the government manages its records. NARA has been given significant
responsibilities to assist federal agencies in meeting these goals. I therefore support the
President’s budget request for NARA.

The Office of Management and Budget

The President has requested $97.4 million for the Office of Management and Budget (OMB), a
modest increase from the $91.7 million enacted for FY 2015. OMB’s government-wide
management responsibilities include performance management, financial management,
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regulatory analysis, procurement policies, and E-Government initiatives. In FY 2016 OMB will
play a pivotal role in implementing the Federal Information Technology Acquisition Reform Act
(FITARA), which was reported by HSGAC last year and signed into law as part of the National
Defense Authorization Act for FY 2015. FITARA will strengthen the role of Chief Information
Officers across the government and provide stronger oversight of the roughly $80 billion spent
by the federal government each year on information technology. [ support the President’s
overall budget request for the agency and its management missions, which in turn help drive
efficiency across the federal government.

Federal Workforce

As we challenge agencies to achieve more with less, we must strive to ensure that strategic
human capital management is part of the solution, and does not fall victim to short-sighted
measures. We must keep in mind that nothing a federal agency undertakes can be accomplished
without a capable and motivated workforce. Unfortunately, many federal workers today feel
demeaned, under siege, and unappreciated. 1n addition, as GAO wamed in its recent High Risk
update report, the current budget and long-term fiscal pressures, together with the coming wave
of retirements across the government, may produce additional gaps in leadership and critical
knowledge and skills. These gaps threaten the government’s ability to address national
priorities. This Administration, individual agencies, and Congress have taken important steps to
manage the workforce more strategically and effectively, but we must do much more to enhance
the government’s ability to recruit and retain the critical personnel needed to meet agencies’
missions. In addition, as we continue to institute cost-saving measures that I believe are essential
to our nation’s fiscal future, we must do so in a way that does not unfairly target federal
employees and does not undermine agencies’ ability to attract and retain a workforce with the
mix of skills, experience, and seniority that will be needed to achieve quality results over the
long run.

I support the President’s proposal for a 1.3 percent cost of living adjustment for both military and
civilian federal employees for FY 2016. A small pay adjustment is especially reasonable given
that, in recent years, federal employees have given much in the way of deficit reduction with a
three-year pay freeze, increased contributions to the Federal Employees’ Retirement System
{FERS), a 16 day government shutdown, hiring freezes at some agencies, and cuts in training and
other programs to support the workforce.

Federal Property

In January 2003, GAQ placed real property management on its list of High Risk government
activities, citing long-standing problems, which include excess and underutilized property,
deteriorating and aging facilities, along with a heavy reliance on costly leasing instead of
ownership. The President’s budget proposal would help address these longstanding problems.

o Overall Request for Construction, Repairs and Alterations. 1 support the President’s
request to authorize GSA to spend $1.2 billion from the Federal Buildings Fund on
construction, and an additional $1.2 billion on repairs and alterations. In addition to the
Department of Homeland Security’s campus at St. Elizabeths, this funding would help
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fund construction for ports of entry, courthouses, and other federal facilities. In addition,
many federal agencies have substantial maintenance and repair backlogs. Delaying or
deferring repairs often results in higher long-term costs as the value of the asset gradually
diminishes over time. I therefore urge the Commiittee to accommodate the President’s
request for construction, repairs and alterations.

o Department of Homeland Security Headquarters Consolidation at St. Elizabeths: As |
noted above in discussion of the DHS budget request for St. Elizabeths, the President
proposes nearly $380 million for construction at the St. Elizabeths campus from the
Federal Buildings Fund. Separately, the DHS budget includes $215 million for St.
Elizabeths. For FY 2015, the President requested $250 million for St, Elizabeths in the
GSA budget and $73 million in the DHS budget. Congress pravided $144 million
through GSA in the FY 2015 omnibus appropriations bill, and the DHS FY 2015
appropriations bill still under consideration would provide $48.6 million to DHS. The
request for FY 2016 seeks to make up for the Fiscal Year 2015 funding shortfall, and to
undertake the next phase of construction. As discussed in much greater detail above, the
headquarters at St. Elizabeths is critical to the integration of the Department and, over the
long run, will cost an estimated $1.2 billion less than housing DHS employees in over 50
leased commercial spaces across the region over 30 years, as is currently done. I strongly
support funding both DHS and GSA for this vital project.

o Disposai: The President proposes utilizing $200 million in annual rental payments
collected from agencies to help them execute additional office space consolidations.
Given that retention of unneeded buildings across the government costs the taxpayers
billions of dollars each year in operations and maintenance costs, 1 support the
President’s request to help agencies reduce their real estate footprint.

Funding and Budget Rules on Enhancing Program Integrity

1 was pleased to see the President’s budget request utilizing program integrity as a key tool for
producing budget savings. [ strongly support the President’s initiatives to provide additional
resources and legislative authorities to strengthen these efforts. The Office of Management and
Budget reported that, in FY 2014, federal agencies made an estimated $125 billion in improper
payments, representing an increase of $20 billion over the estimate for FY 2013. This increase in
overall improper payments shows that the federal government still has much work ahead of it
when it comes to reducing avoidable improper payments. The President’s budget takes
numerous steps to more fully engage program integrity efforts across government and also
consider cost savings from these efforts in the long run. For example, the President’s budget
proposes reclassifying discretionary spending for program integrity at the Social Security
Administration as mandatory spending. This reclassification has a projected overall savings of
$22 billion over ten years. These reclassifications in the Budget request would emphasize the
President and Congress® commitment to program integrity. Further, incorporating program
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integrity spending into the actual spending on the programs as part of the mandatory budget
means that efforts to audit and oversee the programs are fully funded. Considering the cost
savings achievable with long term investments in program integrity, I support the President’s
request.

Also, current scoring rules applied by the Congressional Budget Office (CBO) often actually
funiction as an impediment. While administrative costs for establishing proven techniques and
procedures are often scored by the CBO as a “cost,” savings are often not counted. Language
should be included in the budget resolution modifying the scoring rules to allow for identifiable
savings for legislation that curbs waste and fraud in federal programs.

The Digital Accountability and Transparency Act (DATA Act) was enacted last May with the
goal of increasing the availability, accuracy, and usefulness of federal spending information,
Successful implementation of this bill will enhance government transparency, improve
accountability, reduce wasteful government spending, and significantly improve the ability of
policymakers and the public to analyze how federal tax dollars are being spent. The President
has requested money at several agencies across the federal government to implement the DATA
Act, including the Treasury Department, the Health and Human Services Department, and the
Office of Management and Budget. 1 believe that the investments needed to improve the
transparency of federal spending will save taxpayers money in the long run, and [ recommend
that the Committee to provide the requested funding for implementation of the DATA Act.

Government Performance and Grants

The President’s FY 2016 budget request reflects the Administration’s push for evidence-based
policy initiatives. Specifically, the budget builds upon existing outcome-focused grant designs
and programs that focus federal dollars on initiatives that work and spending less on what has
proven ineffective. Simply put, find out what works and do more of that, and find out what
doesn’t work and do less of that. For example, the FY 2016 request contains $50 million for the
Social Security Administration to partner with other federal agencies to test and evaluate
innovative strategies to help people with disabilities remain in the workforce. Early intervention
measures have the potential to achieve long-term gains in the employment and the quality of life
of people with disabilities. [ believe that $35 million was provided for this purpose in FY 2015
and increased funds will build on strategies showing success in achieving long-term gains in the
employment and quality of life of people with disabilities. I believe many important lessons
from these evidence-based reviews could be applied to programs across the government, and I
encourage you to use the FY 2016 budget as an opportunity to support these types of initiatives.

Demonstration to Reduce Over-Prescribing of Psvchotropic Drugs to Foster Children

For several years, | have partnered with GAO to conduct oversight of the problem of over-
medication of foster children. The President’s F'Y 2016 budget includes a proposal that would
provide $750 million over five years for a new demonstration project to encourage states to
improve mental and behavioral health care for children in foster care. The demonstration would
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be jointly administered by the Administration for Children and Families and the Centers for
Medicare and Medicaid Services. Of this amount, $250 million would fund state infrastructure
and build capacity in states to screen and assess children’s mental health while providing
evidence-based treatments to foster children, including behavioral and trauma-focused therapies.
The remaining $500 million would be awarded as incentive payments to states that demonstrate
improvement. This initiative represents a medically sound approach which will reduce harm to
children and promises long term cost savings through a reduction in Medicaid payments for
expensive prescriptions. As someone who has long been concerned with the over prescribing of
psychotropic drugs to foster children - some not even a year old - I strongly support the
President’s budget request to address this issue. It is the right thing to do, and in the end, it will
prove to be the cost-effective thing to do, as well.

In closing, I want to thank you, your colleagues on the Budget Committee and the members of
your staffs for your consideration of my views and estimates on the Fiscal Year 2016 budget as it
pertains to matters within the purview of the Homeland Security and Governmental Affairs
Committee.

With best personal regards, | am
Sincerely yours,

Thomas R. Carper
Ranking Member

Enclosure: Appendix A
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APPENDIX A:

Homeland Security and Governmental Affairs Committee 2016 Views and Estimates Letter

Recommended Decreases to the CBO Baseline Projection:

1. Department of Homeland Security Analysis and Operations: ! recommend funding Analysis
and Operations at the FY 2016 President’s request of $269 million, which includes a $37 million

decrease for Analysis and Operations (Function 751) from the CBO baseline projection of $306
million for FY 2016.

2, Department of Homeland Security Federal Emergency Management Agency: Consistent with
the FY 2016 President’s request for no funding, I recommend decreasing the funding in FEMA

Disaster Assistance Direct Loan Program (Function 453) to reflect the President’s request of $0.
This includes a decrease of $93 million from the CBQ baseline projection of $93 million.

3. Department of Homeland Security Science and Technology Directorate: | recommend
funding Science and Technology Research, Development, Acquisitions and Operations

(Function 750) at the FY 2016 President’s request of $779 million, which includes a $251
million decrease from the CBO baseline projection of $1.030 billion for FY 2016.

Recommended Increases to the CBO Baseline Projection

1. Department of Homeland Security Management: 1 recommend funding the Office of the
Chief Information Officer (CIO) at the FY 2016 President’s request of $320.6 million, which
includes a $17.6 million increase for the Office of the Chief Information Officer (Function 751)
as an increase above the CBQO baseline projection for the CIO of $303 million for FY 2016.

2. Department of Homeland Security Office of the Inspector General: | recommend funding the
Office of the Inspector General at the FY 2016 President’s request of $166 million, which
includes a $22 million increase for the Office of the Inspector General (Function 751} abave the
CBO baseline projection of $144 million for FY 2016.

3. Department of Homeland Security Customs and Border Protection (CBP): [ recommend
funding CBP Border Security Fencing, Infrastructure and Technology at the FY 2016 President’s
request of $373.4 million, which includes a $93.4 million increase for CBP (Function 750) above
the CBO baseline projection of $280 million for FY 2016. [ also recommend funding CBP
Electronic System for Travel Authorization (ESTA) (Function 750) fee at the FY 2016
President’s request of $57.3 million, which includes a $7.3 million increase above the CBO
baseline projection of $50 million for FY2016.

1 of Homeland Security National Protection and Programs Directorate
recommend funding Information Security and Infrastructure Protection at the FY 2016
President’s request of at $1.311 billion, which includes a $178 million increase for NPPD
(Function 054) above the CBO baseline projection for NPPD Information Security and
Infrastructute Protection of $1.133 billion for FY 2016.
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5. Department of Homeland Security United States Secret Service (USSS): I recommend
funding the Secret Service at the President’s request of $2.2 billion, which includes a $292
million increase for USSS (Function 751) in Operating Expenses and $71.6 million in
Acquisition funding for the Secret Service as an increase above the CBO baseline projection of
$1.575 billion in Operating Expenses and CBO’s baseline of $0 for acquisition funding for FY
2016,

6. Department of Homeland Security Federal Law Enforcement Training Center (FLETC): I
recommend funding FLETC at the President’s request of $266.7 million, which includes a $4.1

million increase for FLETC (Function 751) in Operating Expenses and $27.6 million in
Acquisition funding above the CBO baseline projections of $235 million in Operating Expenses
and baseline projection of $0 for acquisition funding for FY 2016,

7. Department of Homeland Security Federal Emergency Management Agency: I recommend
funding FEMA Flood Hazard Mapping and Risk Analysis Program at the President’s request of

$278.6 million, which includes an increase for FEMA (Function 453) of $145.6 million above
the CBO baseline projection of $133 million for FY 2016,

8. Census Bureau; | recommend funding the Census Bureau at the FY 2016 President’s request
of $1.5 billion, which inciudes an increase for the Census Bureau (Function 376) of $297
million above the CBO baseline projection of $1.203 billion for FY 2016.

9. The National Archives and Records Administration (NARA): I recommend funding NARA at
the FY 2016 President’s request of $389 million, which includes an increase for NARA
(Function 804) of $39 million above the CBO baseline projection of $350 million for FY 2016.

10. The Office of Management and Budget: 1 recommend funding OMB at the FY 2016
President’s request of $97.4 million, which includes an increase for OMB (Function 802) of $3.4
million above the CBQ baseline projection of $94 million for FY 2016.

11. Disaster Relief Fund; I recommend funding the FEMA Disaster Relief Fund at the
President’s request of $7.1 billion, which includes an increase for FEMA (Function 453) of $2.1
billion above the CBO baseline projection of $5.017 billion.
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United States Senate United States Senate
Washington, D.C. 20510 Washington, D.C. 20510

Dear Chairman Enzi and Ranking Member Sanders:

This lettet is in response to the Budget Committee’s request for the views and
estimates of the Committee on Indian Affairs (Committee). The Committee has
reviewed the President’s FY 2016 Budget Request and prepared a views and estimates
letter for the Budger Committee to consider whea preparing the FY 2016 Budget
Resolution. We appreciate the opportunity for the Committee to express its views,

INTRODUCTION AND BACKGROUND

The Committee undesstands the budgetary concerns of the Federal deficit and
limited budgets that are facing our Nation, and more specifically in Indian country.
The Committee continues to exercise its oversight and legislative duties to ensute that
the agencies and applicable programs are achieving the greatest possible efficiencies
and investments when utilizing Federal resources.

As the Budget Committee moves forward with its FY 2016 Budget Resolution,
it is important that the Committee highlight the significance of the United States duty
to carry out its trust, treaty, and other responsibilities to the 566 Federally recognized
tribes through various Federal departments and agencies. These unique obligations are
rooted in Ametican history and based on the Constitution, treaties, Federal laws, and
Supreme Court decisions.

Indeed, the U.S. Constitution tecognizes the government-to-government

relationship between the United States and Indian tribes. Acting in a government-to-
government capacity, the Federal government is able to fund tribal programs and

SRINTEL 0N RECHRET PAVEN
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services, similar to how the United States interacts with and funds a state ot local
g()vcrurncnt,

In additon to the governmeni-to-government relatdonship, the United States
and tribal governments have a special relationship, described by many as a trust
reladonship berween the tustee and the beoeficiary. This special reladonship stems
fram tribes ceding hundreds of millions of acres of their homelands to the United
Sutes in exchange for promises to maintain public safety, protect tribal sovereigniy,
and provide a variety of programs and services to Indian people.

The Sayder Act of 1921, the Indian Reorganization Act of 1934, the Indian
Self-Determination and Education Assistance Act of 1975, the Indian Education
Amendments Act of 1978, the No Child Left Behind Act of 2001 (which includes the
Native American Education Improvement Act of 2001), and the Ttibal Law and
Order Act of 2010, are just a few of the Federal laws that have defined the obligarions
for the United States to provide various programs and services to Indian countty.

Tribal governments have contnued thetr efforts to grow and prosper, yet many
of their communites face significant dispantes. Tribal communiries expetience
various socio-economic ills, whete they rank well below the nativnal average in
measures for health care, education, income, housing, and public safety. Sctvices such
as basic infrastructure, access o clean drinking water, and telecommunications and
hroadband capabilities, ate severcly lacking in Indian country.

This letter sets forth recommendations for addressing some of the disparides
expericaced in Indian country by helping them move closer to sclf-governance and
self-determinadon.

ACHIEVING SELF-DETERMINATION

For more than forty years, the Federal government has empowered tribes
through self-determination. The Indian Self-Determination and Hducagon Assistance
Act of 1975 ISDEAA) empoweted tribes, through contracts or self-governance
compacts, 1o assume the operaton of critical Federal programs that ate intended for
the benefic of Tndian tribes and their members.

Bvery one of the 566 tribes in the Nation is a party to at least one ISDEAA
coutract or self-povernance compact with the Indian Health Service (THS) in the
Department of Health and Human Services and/or the Bureau of Indian Affairs
(BIA) in the Department of the Interior. Through these contracts and self-governance
compacts, tribes ate able to operate programs for health care, social sexvices, schools,
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public safety, and irdgation, to name a few. The tribal communities ace better able to
operate these programs because they know the specific needs and understand what
their members want for these programs.

A cdtical component of the self-determination policy is the Federal
government’s obligation to provide the full amount of funding to a tribe that the
United States would have if it were to continue 1o operate the program, including the
administrative costs associated with operating a Fedetal program. The admintstrative
costs are also known as “contract support costs,” and includes auditing, accounting,
and insurance. Thiee Supreme Court decisions have confirmed the Tederal
government’s obligadon to fully fund contract support costs.

Based on estimates from the Admiaistraton, fully funding contract support
costs for FY 2016 will require approximately $718 million for the THS and $277
million for the BIA. Since there is no basis in the Jaw for weating wibal contractors
any differently from other government contractors, the Committee believes the
budget should fully accommodate the payment of contract support costs.

The Budget Request proposes to reclassify contract support costs as mandatoty
funding for a period of three years beginning in FY 2017 to address the ever-growing
amount of claims against the Federal governiuent for failing to fully fund the costs.
The President would propose that these mandatory costs be off-set by reducing the
THS discredonary funding for contract supports costs. However, any reductons to
any THS discrefionary funding should not result in any reductions 1o or otherwise
affect any services or programs for Indian wibes and people served directly by the
IHS.

ECONOMIC DEVELOPMENT

‘I'ribal economic development has provided a foundation for tribat
communities to create a strong and prowing cconomy for its members. While tribal
communitics continue to experiesce high levels of unemployment, creating jobs and
building a strong workforce has motivated wibes to start businesses such as financial
services firms, construction companies, and other businesses. Ttibes have invested
their resources from economic development into their land and people to ovetcome
the obstacles of living in poverty. Soinc of the Indian reservations are among the
poorest counties in the United States.

The Coromiltee supports the continuance of funding programs like the Indian
Loan Guarantee Program within the BLA, the Workforce Innovadon and
Opportunity Act Indian and Native American Program within the Department of
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Labor, and the Indian Incendve Program within the Department of Defense. These
programs provides opportunities for American Indian and Alaska Natives to Jearn a
new craft, work and earn an income, and in some cases create tribal economic
development on their reservatons.

In addition to the various programs available ro tribal communities, enctgy
development on Indian lands offers significant opportunities to enbance and grow
teibal economies. The Committee recognizes the impormace of developing affordable,
reliable energy in Indian Country to improve tribal economies and the standard of
living.

The Department of Enctgy aims to promote Indian tnbal encrgy development;
enhance and strengthen Indian tribal encrgy and economic infrastructure relating to
natural resource development and electrificaton; reduce or stabilize energy costs; and
bring electdcal power and service t Indian counury. The funding request for IFY 2016
for all combined DOE Indian energy programs amounts to $31 million, which the
Committee supports. Furthermore, the Committee supports the request for the Tribal
Energy Loan Guarantee Program, which was enacted as part of the Energy Policy Act
of 2005, The Committee supports helping tibes gain loans to build encrgy projects
ou Indian lands but has questions about how this program will be implemented and
who could quality for these limited funds.

TRIBAL PUBLIC SAFETY AND JUSTICE PROGRAMS

The Department of Justice (DOJ) provides engagement, coordination, and
action on public safety in Indian country. The DOJ requests $417.4 million in total
resources for public safety initiatives for wibes to combat the high rates of sesious
crimes within many tribal communities that rival the rates of major metropolitan
cities. It has been reported that 39% of Native women are victims of domestic
violence.

The BIA provides programs that cover the range of Federal, state, and local
government services, including law enforcement, detention services, and
administration of tribal courts, for the 566 Federally recognized tribes. The BIAs
tequest for public safety in Indian country is $364,423,000.

While funding is not the only issue for public safety in Indian country, low
levels of stffing are a significant contnbuting factor to the high rates of crime. The
Federal Bureau of Investigation has federal law enforcement responsibility on neatly
200 Indian reservadons. There may only be one or two officers patrolling tand areas
sometimes as large as, if not larger than some states, such as Connectcut. The
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Committee supports sufficient funding in both the Department of Justice and the
BIA that will enhance public safety programs in Indian country.

EDUCATION

‘The Bureau of Indian Education (BIE), a division of the Department of the
Interior (DO under the Assistant Secretary for Indian Affairs, is responsible for
educating approximately 48,000 Indian children at 183 clementary and secondary
schools on 64 reservations in twenty-three states.

The T'Y 2016 Budget Request for the BIE acdvides is $904.4 million — this
includes an increase of $87.1 million. In addition to educational programs and service
activides, the BIE is requesting an inctease of $58.7 million for education construction
which brings the construction request 1 $133.2 million. The deteriorating and
dangerous conditdons of some of these schools have been the subject of more than
one Govemnmental Accountability Office study.

In June 2014, the DOI issued Sectetarial Order 3334 that began the tmajor
restructuring of the BIE. The budget should continue to reflect and assist tribes that
need technical support, when transferting the administration of a BIE-operated
school to tribal control. The Committee supports also funding the BIA Replacement
School & Facility Construction at a level thar is sufficient to address the school
construction needs in Indian Country.

HEALTH CARE SERVICES

The Indian Health Service (IEIS) s responsible for providing health care
services 1o 2.2 million American Indian and Alaska Natives through a network of over
650 hospitals, clinics, and health stations on or near Indian reservations in 35 states.
Facilities are predominantly located in rural primary cate sertings and are managed by
the IHS, tribal, or urban Indian health programs.

The FY 2016 Budget Request seeks an increase of $460.6 million for current
services (inflation, population growth, pay costs), contract support costs, facilides
(both construction and stffing), and certain program expansions. Those program
expansions include hospital and clinic management, services for alcohol and substance
abuse, menral health carc, and assistance with the costs of putchased/ referred care
(previously named contract health services).

Most notably, the Budget Request secks an additonal $100 million to complete
construction or significant phases of construction for four facilitics (three in Arizona
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and one in South Dakota). The Budget Request also secks an addidonal $55 million
for contract support costs which are costs (e.g., for personnel and financial
management) to support tribal administragon of programs.

Tn addition, the Budget Request seeks an increase of $10 million to improve
third party collections and an additional $22 million tw fund 200 Indisn health care
programs to hire behavioral health providers focused on youth services. Both of these
requests are intended to address in small measure the gaps in services due o
vacancies. Vacancies remain an issue with the IHS, in part, due to the lack of
competitive salaries and the rural nature of the Indian health system.

American Indian and Alaska Natives continue to face devastating health
disparites, like chronic liver discase and cirthosis, diabetes mellitus, assault and
homicide, intentionat self-harm and suicide, and chronic lower respiratory diseases.
American Indian and Alaska Native people have long experienced lower health ranks
when compared 1o other Amencans, such as a life expectancy that is 4.2 years less
than the U.8, all race population. One of the more disturbing statistics in Indian
country is that suicide is the second leading cause of death among American Indian
and Alaska Natves.

Studies have suggested that these may be three critical factors that can impact
an Indian person’s health status. The first is the lack of access to health care. The
second is the lack of continuity of care from 2 qualified medical professional. The
third factor is the lack of disease prevention and carly diagnosis for many conditions
and diseases.

The Committee supports efforts to address these issues as well as medical
infladon, population growth, pay costs, maintenance and construction. In addition,
the Committee supports the reauthorization for the Spedial Diabetes Program for
Indians (SDPI), which is set 1o expire on Seprember 30, 2015, The SDPT is a
successful diabetes prevention and treatment program for American Indian and
Alaska Natves.

TREATY PROTECTED NATURAL RESOURCLS

Access to land and its natural resources is the foundation of all tribal
communities. This fight i1s puaranteed to tribes through numerous treaties and Federal
laws. The protection and enhancement of these natusal sesources are critical to the
future of tribes, but they are also an obligation of the United States to protect.
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Access to stable and secure water rights and supplies has long been
acknowledped as a basic component of maintaining a tdbe’s reservation homelands.
The Budget Request proposes $46 million to strengthen the BIA’s capacdity to meet its
trust responsibilities and more effectively partner with tibes on water issues. The
request includes $14 miltion to inctease support for setdement negotiations and
sustainable water management, and provides $32 million for implementation of
cnacted settlements and meeting enforcement dates. By resolving tribal warer riphts
throughout the west, the tribal commumudes can utlize water for economic
development endeavors.

Many tribal communities are living in areas with outdated irfigation systems,
whete ttibes lose water that has been protected for them. There is estimated to be at 2
mintmum $606 million in deferred maintenance costs for Indian reservations in ten
states.

These costs will continue to grow as long as the deferred maintenance is nat
completed. The failure to properly maintain this critical Federally-owned
infrastructure negatively impacts these communities that rely so heavily on agdculiure.
The Committee supports efforts to address these important components of tribal
CCOTIOIIIES.

HOUSING AND INFRASTRUCTURE

‘This Congress, the Committee plans to consider a reauthotization of the
Native American Housing and Self-Determination Assistance Act (NAHASDA).
There is a cleat need for new housing and renovations throughout Indian country as
many homes lack infrastructare, including complete plumbing facilities and
relecommunicatons, Moreover, many tribal on-reservation homes are considered to
be inadequate when compared to the nationwide average. The Committee supports
efforts to increase in the Indian Housing Block Grant Program and the increase for
much needed teacher houstng.

The programs within the NAHASDA reanthorization are intended to improve
management and efficiency in the delivery of housing services to American Indian and
Alaska Natives. Consequenty, the Committee supports the reauthorization of the
NAHASDA. In additon, the Committee supports the funding within the Department
of Agriculture for continued rural housing development.
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CONCLUSION
We appreciate the Budget Committee’s consideration of the Committee’s views

on these imporrant matters and your efforts to ensure the Federal government is

fulfilling its trust and treaty responsibilities to tribal governments and its members
across the Nation,

Sincerely,

Boree BT

John Barrasso, M.D., Chairman Jon Tester, Vice-Chairman
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February 27, 2015

The Honorable Michael Enzi
Chairman

The Honorable Bernard Sanders
Ranking Member

Committee on the Budget
United States Senate
Washington, D.C. 20510

Dear Chairman Enzi and Ranking Member Sanders:

We are writing in response to your letter dated January 27, 2015, requesting
a "views and estimates" report on proposed fiscal year 2016 spending for programs
and activities that fall within the jurisdiction of the Senate Select Committee on
Intelligence.

As required by Section 364 of the Intelligence Authorization Act for Fiscal
Year 2010, the Director of National Intelligence (DNI) annually discloses to the
public the aggregate amount of appropriations requested for the National
Intelligence Program (NIP). On February 2, 2015, the DNI disclosed an aggregate
amount of $53.9 billion.

The budget requests for individual intelligence agencies and programs
remain classified and are contained within other specified accounts, including
those for the Departments of Defense, State, Treasury, Energy, Justice and
Homeland Security. Submitting a "views and estimates" report that comments on
component agencies and programs could potentially lead to violations of laws and
regulations concerning the handling of national security information. Therefore,
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consistent with past practice, we respectfully decline to submit a separate "views
and estimates" report for intelligence spending for fiscal year 2016.

Should you or your staff have any questions, please contact the Hayden
Milberg or Jon Rosenwasser at (202) 224-1700.

Sincerely,

Richard Burr
Chairman

Dianne Feinstein
Vice Chairman
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February 27, 2015

The Honorable Michael Enzi
Chairman

Committee on the Budget
United States Senate
Washington, D.C. 20510

The Honorable Bernard Sanders
Ranking Member

Committee on the Budget
United States Senate
Washington, D.C. 20510

Dear Chairman Enzi and Ranking Member Sanders:

Thank you for the opportunity to provide my views pursuant to section 301(d) of the Congressional
Budget Act concerning Fiscal Year (FY) 2016 funding for programs within the Judiciary Committee’s
authorizing jurisdiction.

My priorities, as outlined below, show my commitment to ensure adequate resources for essential
programs. | urge that these requests be given careful consideration, understanding the need to make
difficult choices to reduce the deficit.

Violence Against Women Act (VAWA)

In the 113™ Congress both Houses voted by an overwhelming majority to reauthorize the Violence
Against Women Act which continues to provide important lifesaving programs to end sexual and
domestic violence. The cost of intimate partner violence exceeds $5.8 billion each year, $4.1 of which
is for direct medical and mental health care services.

Funding for VAWA’s programs and services is essential in preventing violence and repairing the lives
of victims. In response to fiscal realities, the Violence Against Women Reauthorization Act of 2013
(P.L. 113-4) lowered authorizations and streamlined VAWA programs. | ask that you fully fund grant
programs under VAWA at these authorization levels, including Services, Training, Officers,
Prosecutors (STOP) grants, Rural Domestic Violence and Child Victimization Enforcement Grants,
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and Transitional Housing Assistance Grants, among others. Adequate funding for these programs
makes a substantial difference in the lives of many abuse victims.

Fraud Enforcement

1t is vital that those who commit fraud against the American people be held accountable. Aggressive
fraud enforcement will ensure that those responsible for defrauding American taxpayers pay back the
federal government, and their prosecution and punishment will serve as a deterrent to others. In the
last few years, the Judiciary Committee has worked together to pass the Fraud Enforcement and
Recovery Act and other key provisions to strengthen tools for investigators and prosecutors to detect,
prosecute, and prevent financial fraud, securities fraud, mortgage fraud, health care fraud, and
contracting frand. The investigators and prosecutors who pursue these cases must have adequate
resources to cffectively use these important new tools.

Not orly is effective fraud enforcement important to our economy and justice system, it is also a wise
investment of resources. Studies have found returns of up to $20 for every dollar spent on fraud
investigations, prosecutions, and civil litigation. [ ask that adequate funds be allocated to the FBI,
Secret Service, Postal [nspection Service, and relevant Offices of Inspector General for investigation of
fraud, as well as the Department of Justice Criminal and Civil Divisions and the United States
Attormeys’ Office for fraud enforcement.

Edward Byrne Justice Assistance Grants

As part of the Violence Against Women and Department of Justice Reauthorization Act of 2005
(P.L.109-162), Congress streamiined Justice Assistance Grants (JAG) and the Local Law Enforcement
Block Grants (LLEBG) programs into one program authorized at $1.095 billion. The Byrne/JAG
program provides critical funding necessary o support a range of program areas including law
enforcement, prosecution and courts, crime prevention and education, corrections, drug treatment,
technology improvements and other law enforcement initiatives. I ask that the Byrne/JAG program be
funded at the highest possiblec levels.

Bulletproef Vest Partnership (BVP)

Since its enactment in 1998 The Bulletproof Vest Partnership Grant Act has provided over $300
million to assist State and local law enforcement agencies with the procurement of over one million
ballistic-resistant body armor vests. A report released by the Government Accountability Office
(GAO) in February 2012 states that available data shows that since 1987, body armor has saved the
lives of more than 3,000 law enforcement officers nationwide. [ request that this program be funded at
the level of $30 million to ensure this program continues to play an essential role in distributing
lifesaving bulletproof vests to law enforcement officers serving on the front lines nationwide.
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Regional Information Sharing Systent (RISS)

The RISS serves as an invaluable tool to Federal, State and local law enforcement agencies by
providing much-needed criminal intelligence and investigative support setvices, It is one of the most
cffective and efficient means to combat multi-jurisdictional criminal activity, such as narcotics
trafficking and gang activity. Without RISS, tmost law enforcement officers would not have access to
newly developed crime-fighting technologies and would be hindered in their intelligence-gathering
efforts.

We must ensure that RISS can coatinue current services, meet increased membership support needs for
terrorism investigations and prosecutions, increase intelligence analysis capabilities and add staff to
support the increasing number of RISS members. The RISS operates six intelligence centers that
support nearly 9,000 local, State, Federal, and tribal law enforcement agencies, and its membership
continues to grow each year. I ask that RISS be funded at a level consistent with past appropriations.

Community Oriented Policing Services (COPS)

The COPS Program, which enables local communitics to substantially increase the number of law
enforcement officers interacting with the community and working with schools to improve schoo!
safety, and encourages innovative crime prevention programs and new law enforcement technologies
is an important resource for law enforcement agencies across the country. Since its creation in 1994,
the COPS program has put more than 125,000 officers in over 13,000 communities in all 50 States,
five Territories and the District of Columbia.

In recent years funding for COPS programs has been cut significanily. In FY10 COPS programs
received nearly $791 million but were cut almost 40 percent to just $495 miltion in FY11 and has been
further reduced to $214 million in FY15, During the economic downturn states and municipalities
were forced to slash their budgets, including critical funding for pelice. Effective state and local law
enforcement is vital to our efforts to combat crime and keep our schools and communities safe, and the
need for support from the federal government is more urgent than ever. I ask that you fund the
Community Oriented Policing Services Program at adequate levels, and avoid further cuts to the
program.

Juvenile Justice

Difficult cconomic times lead to fewer job opportunities, more hardship, and fewer programs for
young people, all of which can lead to an increase in juvenile crime. Accordingly, prevention and
treatment programs for juveniles are essemial. [ ask that the Title Il formula grants and juvenile justice
block grants as well as other juvenile justice programs receive funding consistent with recent
appropriations to ensure that state, local and private dollars continue 1o be leveraged effectively to



219

The Honorable Michael Enzi
The Honorable Bernard Sanders
February 27, 2015

Page 4 of 9

promote public safety, prevent delinquency and protect some of our most vulnerable children and
youth,

Mentally 11l Offender Treatment and Crime Reduction Act (MIOTCRA)

This initiative was signed into law in 2004 after receiving unanimous bipartisan support in Congress to
address the significant problem of people with mental illness in the criminal justice systern. The law
has been instrumental in helping State and local gevernments to develop initiatives to reduce costs,
improve public safety, and atlow the alarmingly high number of mentally iil offenders to receive the
(reatment they need Lo retumn to productive lives. The MIOTCRA program is alse important to our
Nation’s efforts to decrease crime and recidivisim among mentally ill offenders. 1request that this
program be funded at a level consistent with recent appropriations.

Crime Victims Fund

Since its enactment meore than 20 years ago, the Victims of Crime Act (VOCA) has been the principal
means by which the Federal Government has supported essential services for crime victims. Under the
taw, fines, forfeitures, and assessments paid by Federal criminal offenders—not taxpayers—generate
the revenues used for grants to state crime victim compensation programs, direct victim assistance
services and services 1o victims of Federal crimes. Congress intended that these funds be held in trust
to carry out these important purposes. )

In FY 2000, Congress began limiting the amount of Crime Vietims Fund deposits that could be
obligated each year., This was in response to fluctuations in the Fund deposits and to ensure that a
stable level of funding would remain available for these programs in future years, That same year,
Congress amended the law to enforce that all receipts remain in the Fund for obligation in future fiseal
years. These steps created a balance in the Fund for use in years when the deposits fell below the
annual cap. We request that the Committee oppose temparary rescissions to the Crime Victims Fund.
In light of the more than $10 billion currently in the Crime Victims Fund, we request that the
Committee raise the cap in a responsible way, while ensuzring that an adequate amount of funds is
retained to support victims in future years. We oppese efforts to use the Crime Victims Fund to cover
expenses other than those authorized for the Fund.

Second Chance Act

The Second Chance Act is 2 common sense, evidence-based approach to improving public safety by
helping prisoners who have seryed their time turn their lives around, Most individuals face numerous
challznges when returning to the community from prison and research indicates that more than half
return to prison within three years of their release. By providing resources needed to coerdinate
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reentry services and policies at the State and local levels, the Second Chance Act ensures that the tax
dollars spent on corrections do not simply fuel arevolving door in and out of prison. The Second
Chance Act programs address a wide array of issues that research has shown to improve reintegration
and reduce recidivism, inciuding education and job training, employment and housing services,
substance abuse and meuntal health treatment, and mentoring programs. [ request that the Second
Chance Act programs be provided adequate funding to ensure it can meet ils goals to improve
reintegration and reduce recidivism.

Trafficking Victims Protection Act

The Trafficking Victims Protection Act (TVPA) passed in 2000 and has twice been reauthorized with
widespread bipartisan support, most recently as a part of the Violence Against Women Reauthorization
Act of 2013 (P.L. 113-4). It seeks to combat human teafficking, a modern-day form of stavery in
which victims are forced into labor or sexual exploitation. Thanks to the tools provided by the TYPA,
the United States has made progress in combating this major human rights abuse, but teafficking
remains a major problem worldwide and even here in the United States. The programs created by the
TVPA help prevent trafficking, prosecute those who engage in this atrocious offense, and provide
victims the services they need to rebuild their tives. In response to economic and fiscal realities, the
TVPA reauthorization greatly reduces authorizaticn fevels. We ask that programs under TVPA be
fuliy funded at levels consistent with past appropriations.

Executive Office of Immigration Review (EOIR)

The immigration court system is comprised of 58 immigration courts and 260 immigration judges
under ECIR. In recent years, the number of immigration prosecutions has increased significantly
without providing EQIR with adequate resources to deal with these increasing caseloads. While the
number of cases commenced in the immigration courts grew by nearly 64%, from 262,799 in FY 2010
to 429,878 in FY 2015, the number of immigration judges has only grown by 12.5%, with 231
immigration judges in 2010 compared to 260 immigration judges today. Consequently, the average
number of days that immigration cases are pending has increased from 447 days in FY 201010 583
days in FY 2015. Immigratior courts continug to be underfunded, understatfed and overwhelined,
factors which have led EOIR to face insurmountable chatlenges in providing fair and efficient
immigration adjudications. I request adequate funding for the Executive Office of Immigration
Review.

Legal Orientation Program

In addition to the increase in immigration prosecutions, the number of detained adults in immigration
removal proceedings has increased by over 111% between FY 2001 and 2013, growing from an annual
population of 209,000 in FY 2001 to 441,000 in FY 2013, further exacerbating the burgeoning
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caseloads for immigration judges. Because detained cases are heard on an expedited docket, a growth
in detained cases before EOIR means that immigration judges are fast-tracking more and more cases.
With nearly 60% of detained immigrants appearing before the courts in FY 2013 without legal
representation, immigration judges are increasingly burdened by presiding over cases presented by
indrviduals who are ill-informed and unprepared to make educated decisions about their cases. While
not a substitute for legal representation, the adult LOP educates detamed immigrants in removal
proceedings about immigration Jaw and process so that they can understand their legal options and
responsibilitics. According to the Vera Institute of Justice (Vera), which contracts with EOIR to
manage adult L.OP, the program results in significant cost savings to the government by improving the
efficiency of the immigration court process and providing benefits to the immigration detention
system. Vera has found that where LOP programs operate, there is an average reduction of 13 daysin
detention for immigrants in remeval proceedings. Starting in FY 2010, LOP also began providing
services to custodians of unaccompanied immigrant children released from federal custody pursuant to
the William Wilberforce Trafficking Victims Protections and Reauthorization Act of 2008 (TVPRA).
This program seeks 10 educate adults about protecting children from exploitation, mistreatment and
trafficking and to ensure their appearance at court hearings. [ request adequate funding for the Legal
Orientation Program.

Justice For All Act

The ustice For All Act (TFAA) (P.L, 108-405) reflects years of hard work and is an important piece of
legislation that has made significant strides to improve the quality of justice for all Americans by
hamessing the power of DNA evidence. The Act was carefully drafted and negotiated by Congress
with an eye toward creating a bipartisan scheme that addresses the rights of victims, improves forensic
testing, reduces the risk of error in capital cases, and strengthens our Nation’s crirninal justice

system. I request funding for the Debbie Smith DINA Backlog Grant Program, as authorized in
Section 202 and reavthorized by the Debbie Smith Reauthorization Act of 2014 (P.L. 113-182), as well
as for the Kirk Bloodsworth Post-Conviction DNA Testing Grant Program, as authorized in Section
412, and the Paul Coverdell Forensic Sciences Improvement Grant Program, as expanded by Section
311 ol the JFAA, at levels consistent with past appropriations. I also request sufficient funding for the
victims® programs authorized in Section 103, the other DNA programs authorized in Sections 303-308,
and the Capilal Representation and Capital Prosecution Improvement Grants, as authorized in Section
426.

The JFAA represents a strong bipartisan achievement and was an important step forward to improve
our criminal justice systen; [ will seek to reauthorize it at appropiiate levels. Ialso recommend
funding for needed basic research in the forensic sciences, an important priority that the Judiciary
Committee will consider.
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Federal Bureau of Investigation (FBI)}

The Judiciary Committee will also pursue oversight of budget-related miatters at the FBL [ request that
the FBI be funded at a level consistent with past appropiiations to continue their important efforts to
investigate fraud, eyber-attacks and many other matters of national security.

United States Marshals Service

The United States Marshals Service carries out a broad range of important duties in support of the
Federal Judiciary and justice system. The Marshals Service provides protection to Federal judges,
{ransports prisoners, protects witnesses, and apprehends fugitives, among other substantial
responsibilities. Given the important role the Marshals Service plays in support of the Federal criminal
Justice system, I request funding consistent with past appropriations.

Cybersecurity and Cybercrime

Cybersecurity and eybererime investigations conducted by the Secret Service and the Federal Bureau
of Investigations, and other federal agencies are essential to protecting our Nation's financial and
telecommunications infrastructure as well as our national security. Funding is needed to support

the operations of the Secret Service’s Electronic Crimes Task Force (ECTF) initiative - an initiative
that has attracted broad, bipartisan support from Congress since passage of the USA PATRIOT Act of
2001. Financial fraud and identity crimes committed both domestically and abroad, continue to plague
our Nation's critical financial infrastructure. One of the most effective means of combating organized
criminat elements and the criminal abuses of technology, both in the U.S. and abroad, is through the
use of the Seciet Service’s ECTTs. The ECTFs arc a proven, resounding success, creating
grouncbreaking partnerships between Federal law enforcement, their local police and prosecutorial
partners, and the private sector and academia. I recommend funding for this highly successful program
to continue an effective law enforcement program and training of special agents.

Funding should also be directed at electronic investigative operations. Technological advances offer
domestic and transnational criminals new aventes to exploit our financial infrastructure
vulnerabilities. ldentity crime, credit card fraud and bank fraud are now being routinely committed on
the Internet. Through its investigations, federal law enforcement identifies systemic weaknesses in the
financial, telecommunications, and other critical infrasiructures. The information gathered will
provide private industry and the public the ability to identify vulnerabitities and prevent or minimize
future attacks.

Funding should aiso be directed at electronic investigative operations involving data breaches and the
thefl of sensitive personal data contained on government and private sector computers. Identity theft,
one of the most common fornis of eybetcrime, is also major concern among State and local law
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enforcement agencies. [ recommend aflocating funding to initiatives aimed at fighting cybercrime and
tmproving cybersecurity, including those by the electronic crimes task forces of the United States
Secret Service.

U.S. Patent and Trademark Office

I urge the Committee to fully allocate fee-based funding for the United States Patent and Trademark
Office (PTO). Congress recently enacted the Leahy-Smith America Invents Act, P.L. 112-29, which
creates a Patent and Trademark Fee Reserve Fund, into which are deposited any fees collected in
excess ol the appropriated amount. PTO's access to all of its collected user fees is essential (o its
continued, effective implementation of P.L. 112-29, progress toward reduced backlog and pendency of
patent applications, high-quality patent examination and continuing provision of expert advice on
domestic and international intellectual property matters. 1 urge full access to the PTO of the fees it
collects, including those deposited in the Reserve Fund.

Intellcctual Property Enforcement Funding

Industries based on intetlectual property (IP) account for more than $5 triftion of the U.S. gross
domestic product, drive more than half of U.S. exports, and employ over 18 million Americans. 1
support strong funding for initiatives aimed at fighting intellectual property theft, particularly those
undertaken by the Department of Justice for intellectual property rights enforcement. Public Law 110-
403 authorized additional funding for grants to eligible State or local law enforcement catities to
combat intellectual property theft and infringement crimes; authorized funding to hire ten additional
agents at the FBI designated to support Computer Crime and Intellectual Property Section, ensure all
Computer Hacking and Intellectual Property Crime Units are supported by at least one FBI agent,
ensure afl Computer Hacking and Intellectual Property Crime Units are assigned at least two Assistant
United States Attorneys and provide appropriate training; and authorized additional funding for the
FBI and the Criminal Division to hire and train law enforcement officers and to procure advanced tools
for investigating high tech crimes. urge the Committee to take into account these authorizations and
priorities for these enforcement programs that will benefit our economy.

Public Law 110-403 also elevated the intergovernmental coordination of intellectual property
enforcement efforts within the administration from the Department of Commerce to the White House
with the creation of the Intellectual Property Enforcement Coordinator. The Coordinator chairs a
counil of representatives from every Department and agency that actively participates in the
enforcement of intellectual property. The Coordinator needs a budget and staff to be effective.

The Federal Judiciary

The Federal Judiciary plays an essential role in our Federal system. The Federal courts exercise no
control over the number of cases filed, and must meel changing law enforcement and economic
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demands. I request that the Committee keep in mind the evolving and increasing demands on the
Federal courts when considering the Federal Judiciary’s requested appropriation.

In addition to general funding for the operation of the Federal Judiciary, I also emphasize the need for
strong security for our courthouses, judges, and court personnel. In 2008, the Court Security
Improvement Act (P.L. 110-177) was enacted into law. This law demonstrates Congress’s strong
support for the safety and security of the Nation’s court personnel. [ support funding for Court
Security Improvements consistent with past appropriations.

Thank you again for soliciting these views and estimates for FY 2016. [ look forward to working
closely with you on this and other issues.

Sincerely,

-

ATRICK LEAHY
Ranking Member
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Lnited States Senate

COMMITTEE ON THE JUDICIA
WASHINGTON, DC 208366375

February 27, 2015

The Honorable Michael Enzi
Chaimman

Committee on the Budget
United States Senate
Washington, D.C. 20510

The Honorable Bernard Sanders
Ranking Member

Committee on the Budget
United States Senate
Washington, D.C. 20510

Dear Chairman Enzi and Ranking Member Sanders:

Thank you for the opportunity to provide my views pursuant to section 30i(d) of the
Congressional Budget Act concerning Fiscal Year (FY) 2016 funding for programs within the
Judiciary Committee’s authorizing jurisdiction.

My priorities, as outlined below, show my commitment to ensure adequate resources for
essential programs, while recognizing the situation the Federal Government faces. [ urge that
these requests be given careful consideration, understanding the need to make difficult choices to
reduce the deficit and implement the budget sequester as required by the Budget Control Act of
2011,

State and Federal Law Enforcement Programs and Initiatives

Fraud Enforcement—It is vital that those who commit fraud against the American people be
held accountable. Aggressive fraud enforcement will ensure that those responsible for
defrauding American taxpayers reccive serious consequences, and will serve as a deterrent to
others. In the last few years, we have worked together to pass the Fraud Enforcement and
Recovery Act and other key provisions to strengthen tools for investigators and prosecutors to
detect, prosecute, and prevent financial fraud, securities fraud, mortgage fraud, health care fraud,
and contracting fraud. The investigators and prosecutors who pursue these cases must have
adequate resources to effectively use these important new tools.

Not only is effective fraud enforcement important to our economy and justice system, it is also a
wise investment of resources. Studies have found returns of up to $20 for every dollar spent on
fraud investigations, prosecutions, and civil litigation. | ask that adequate funds be allocated to
the FBI, Secret Service, Postal Inspection Services, and relevant Offices of Inspectors General
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for investigation of fraud, as well as the Department of Justice Criminal and Civil Divisions anc
the United States Attorneys’ Office for fraud enforcement.

Edward Byrne Justice Assistance Grants — As part of the Violence Against Women and
Department of Justice Reauthorization Act of 2005 (P.L.109-162) Congress streamlined JAG
and the Local Law Enforcement Block Grants (LLEBG) programs into one program authorized
at $1.095 biltion for fiscal years 2006 through 2012. The Byrne/JAG program provides critical
funding necessary to support z range of program areas including law enforcement, prosecution
and courts, crime prevention and education, corrections, drug treatment, technology
improvements and other law cnforcement initiatives. [ ask that the Byme/JAG program be
adequately funded to provide necessary support to states, tribes, and local law enforcement.

Juvenile Justice ~ Difficull economic times lead 1o fewer job opportunities, more hardship, and
fewer programs for young people, alt of which can lead (0 an increase in juvenile crime.
Accordingly, prevention and treatment programs for juveniles are essential. | ask that the title I
formula granis and juvenile justice block grants as well as other juvenile justice programs receive
funding stmilar to previous appropriations.

Violence Against Women Act - In 2013, the Congress passed the Violence Apainst Women
Reauthorization Act of 2013 (P.J..113-4), which continues to provide important lifesaving
programs to reduce sexual and domestic violence. Funding for VAWA’s programs and services
is essential in preventing violence and repairing the lives of victims. 1 ask that you take the
authorization levels in P.L.113-4 into consideration and fund grant programs under VAWA,
including Services, Training, Officers, Prosecutors (STOP} grants, Rural Domestic Violence and
Child Victimization Enforcement Grants, and Transitional Housing Assistance Grants, among
others. Adequate funding for these programs can make a substantin! difference in the lives of
many abuse victims.

Bulletproof Vest Partnership (BVP) - Since its enactment in 1998, the Bulletproof Vest

Parlnership Act has provided funding to assist State and local law enforeement agencies with the
procurement of more than one million ballistic resistant body armor vesis. Recently, the
Judiciary Commitiee learned that the General Accountability Office found that the program was
in need of financial reform. With respect to funding, the program had $27 million in undisbursed
funds. Some grant recipients were attempting to fulfill their 50% matching requirement that
made the pragram a partnership by using other federal grant funds. The Committee worked to
have the Department of Justice deobligate $31 million and to devise a process whereby the
process of undisbursed funds will not reemerge, and reported legisiation that would codify these
reforms as well as reduce the authorization levels. Recognizing the importance of the program, [
request adequate funding for the program, which plays an important role in disiributing
lifesaving bulletproof vesis to law enforcement officers serving on the front lines nationwide.

Regional Information Sharing Svstem (RISS) ~ The RISS serves as an invaluable tool to

Federal, Statc and Jocal law enforcement agencies by providing much-needed criminal
intelligence and investigative support services. It has built a reputation as one of the most
effeclive and efficient means to combat multi-jurisdictional crirninal activity, such as narcotics
trafficking and pang activity. Without RISS, most law enforcement officers would not have
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access to newly developed crime-fighting technologies and would be hindered in their
intelligence-gathering efforts.

We must ensure that RISS can continue current scrvices, meet increased membership support
needs for terrorism investigations and prosecutions, increase intellipence analysis capabilities
and add staff to suppert the increasing number of RISS members. The RISS operates six
intettigence centers that support over 8,000 local, State, Federal, and tribal law enforcement
agencies, and its membership continues to grow each year. We ask that RISS be funded at a
level consistent with past appropriations.

Crime Victims Fung -- Since its enactment more than 25 years ago, the Victims of Crime Act
(VOCA) has been the principal means by which the Federal Government has supported cssential
services for crime victims. Under the law, fines, forfeitures, and assessments paid by Federal
criminal offenders—not taxpayers—generate the revenues used for grants to state crime victim
compensation programs, direct victim assistance services, and services to victims of Federal
crimes. Congress intended that these funds be held in trust to carry out these important purposes.

In FY2000, Congress began limiting the amount of Crime Victims Fund deposits that could be
obligated each year. This was in response te fluctuations in the Fund deposits and to ensure that
a stable level of funding would remain available for these programs in future years. That same
year, Conpress amended the law to enforce that all receipts remain the Fund for obligation in
future fiscal vears. These steps created a balance in the Fund for use in years when the deposits
fell below the annual cap. [ request that the Committee oppose temporary rescissions to the
Crime Victims Fund. In light of the more than $10 billion currently in the Crime Victims Fund,
we Tequest that the Committee raisc the cap in a responsible way, while ensuring that an
adequate amount of funds is retained to support victims in future years. 1 oppose cfforts to use
the Crime Victims Fund to cover expenses other than those authorized for the Fund.

Mentally 11 Offender and Crime Reduction Aet (MIOTCRA) — This initiative was signed
into Jaw in 2004 after receiving unanimous bipartisan support in Congress to address the
significant problem of people with mental iliness in the criminal justice system. The law has
been instrumental in helping State and local governments to develop initiatives to reduce costs,
improve public safety, and allow the alarmingly high number of mentally ill offenders to receive
the treatment they need to return to productive lives. The MIOTCRA program is also important
to our Nation’s efforts to decrcase crime and recidivism among mentally ill offenders. In the
110" Congress, MIOTCRA was reauthorized at $50 million for fiscal years 2009-2014. 1
request that this program be adequately funded for FY16.

Trafficking Victims Protection Act — The Trafficking Victims Protection Act (TVPA) passed
in 2000 and has been reauthorized multiple times since then with widespread bipartisan support.
It seeks to combat human trafficking, a modern-day form of slavery in which vietims are forced
into labor or sexual exploitation. Thanks to the tools provided by the TVPA, the United States
has made progress in combating this major human rights abuse, but trafficking remains a major
problem worldwide and even here in the United States. The programs created by the TVPA help
prevent trafficking and help prosecute those who engage in this atrocious offense, and provide
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victims the services they need to rebuild their lives. I ask that the programs authorized under the
TVPA be adequately funded.

Justice for All Act — The Justice for AH Act (JFAAYP.L.108-405) reflects years of hard work
and is an important piece of legislation that has made significant strides to improve the quality of
justice for all Americans by harnessing the power of DNA evidence. The Act was carefully
drafted and negotiated by Congress with an eye toward creating a bipartisan scheme that
addresses the rights of victims, improves forensic testing, reduces the risk of error in capital
cases, and strengthens our Nation’s criminal justice system.

I request funding for the Debbie Smilth DNA Backlog Grant Program, as authorized in section
202 and reauthorized by the Debbie Smith Reauthorization Act of 2014 (P.L.113-182), as well as
for the Kirk Bioodsworth Post-Conviction DNA Testing Grant Program, as authorized in section
412, and the Paul Coverdell Forensic Sciences Improvement Grant Program, as expanded by
Section 311 of the JFAA, at levels consistent with past appropriations. [ also request sufficient
funding for the victims’ programs authorized in section 103, the other DNA programs authorized
in sections 303-308, and the Capital Representation and Capital Prosecution Improvement
Grants, as authorized in section 426, The JFAA represents a strong bipartisan achicvement and
was an imporlant step forward to improve our criminal justice system. [t deserves atl necessary
funding. [ also recommend funding for needed basic research in the forensic sciences, an
important priority that the Judiciary Committee will consider.

Department of Justice (DOJ)

The DOJ budget for FY2015 was $27.4 billion for programs and operations. These expenditures
cover salaries and expenses for the various entities at DOJ including funding for attorneys,
policy staff, and support staff. Despite the fact that DOJ has a separate Office of Legal Policy
{OLP) which is focused on developing policy positions for DOJ, other offices have hired
significant numbers of policy staff in recent years—namely, the Criminal Division, National
Security Division, among others. This duptication of policy staff raises questions about the need
and whether other areas, such as line attorneys, could benefit from a reduction in this duplication.
Accordingly, we request that funding for these offices include a review of the number of staff
working on policy issues 10 determine if overlap and duplication is hindering the adequate
stafTing of line attorneys.

Another area of concern regarding DOJ expenditures relates to their administration of grants. In
2012, the Government Accountability Office (GAO) issued its annual report on duplication and
overlap of federal spending programs. GAO determined that DOJ could improve methods for
largeting federal spending to ensure that the nearly 11,000 grants awarded annually do not
duplicate federal spending or overlap with other federal programs. Given DOJ annually awards
nearly $3.9 billion, duplication and overlap could have a significant impact on the success of
these programs. For example, GAO found instances where grantees used the same or similar
language to justify grants from various entities, and some were awarded funds from multiple
funding streams despite using similar language. GAO also found that DOI's Office of Audit,
Assessment, and Management (OAAM), which over sees grantees’ compliance, could identify
improvement in the grant process, however, they lacked resources to conduct more assessments.
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Accordingly, I ask thal you adequately fund OAAM to ensure that they can conduct the
necessary assessmenis fo reduce duplication and overlap among grant awards,

Federal Bureau of Investigation (FBI)

The Judiciary Committee will also pursue oversight of budgei-relaied matters at the FBI. For
example, we will continue to examine whether the FBI has been successful in developing,
training, and retaining its growing workforce of intelligence analysts, 1 request that the FBI be
funded with an emphasis on their important efforis to investigate fraud, cyber-attacks, and many
other matters of national security, while working to reduce unnecessary travel, conferences, and
use of government vehicles simply for travel to and from work locations.

Additionally, we are concerned that the FBI and other entities at the Department of Justice are
wasting public funds in the manner in which employees are put on paid administrative leave.
From FY2011 1o FY2013, the Justice Department placed 1,849 employees on administrative
leave for a month or longer, whereby they perform no public functions but are nonetheless paid.
Some of the individuals have been on this status for more than one vear, while 22 others were on
administrative leave for more than six months. Many individuals are placed on this status for
suspicion of wrongdoing, while others arc whistieblowers who may put on administrative leave
in retaliation for their reporting of misconduct. [f the Department has evidence that would
warrani suspension of employees, it should suspend, and if not, it should safeguard public funds
by having the employee perform their job duties, rather than leaving employees in limbo for
extensive time periods. For FY2011-2013, the Department has paid employees on administrative
leave $219 million. Over the same period, the Federal Government overall has paid employees
on administrative leave for one month cr more about $700 million.

United States Marshals Service

The United States Marshals Service carries out a broad range of important duties in support of
the Federal Judiciary and justice system. The Marshals Service provides protection to Federal
judges, transports prisoners, protects witnesses, and apprehends fugitives, among other
substantial responstbilities. Recent violence against Deputy Marshals highlights the significant
risks associated with the Marshals Service mission. Given the important role the Marshals
Service plays in support of the Federal criminal justice system, I request funding consistent with
past appropriations.

Freedom of Information Act

A key reform in the Open Government Act of 2007 (P.L.110-175) is the creation of the Office of
Government Information Services (OGIS) in the National Archives and Records Administration.
Among other activities, OGIS mediates disputes between government agencies and FOIA
requestors, and reviews agency compliance with FOIA. OGIS is also helping Federal agencies
to better utilize technology, such as the online FOIA portals, to improve the FOIA process and
access to government information. Congress provided initial funding in the 2009 Omnibus
Appropriations Act to establish this critical office. 1 request funding to ensure OGIS meets its
obligations under the OPEN Government Act.
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Cybersecurity and Cybercrime

Cybersecurity and cybercrime investigations conducted by the Secret Service and the Federal
Burean of Investigation, and other federal agencies are essential. to protecting our Nation’s
financial and telecommunications infrastructure. Funding is needed to support the operations of
the Secret Service's Electronic Crimes Task Force (ECTF) initiative — an initiative that has
attracted broad, bipanisan support fram Congress since passage of the USA PATRIOT Act of
2001. Finaneial fraud and identity crimes committed both domestically and abroad, continue to
plague our Nation’s critical financial infrastruciure. Onc of the most effective means of
combating organized criminal elements and the criminal abusets of technology, both in the U.S.
and abroad, is through use of the Secret Service’s ECTFs. The ECTFs are a proven, resounding
success, creating groundbreaking partnerships between Federal law enforcement, their tocal
police and prosecutorial partners, and the private sector and academia. [ recommend funding for
this initiative to continue an effective law enforeement program and training of special agents,

Funding should also be directed toward electronic investigative operations. Technological
advances offer domestic and transnational criminals new avenues to exploit our financial
infrastructure vulnerabilities. Identity crime, credit card fraud and bank fraud are now being
routinely committed on the Internet. Through its investigations, federal law enforcement
identifies systemic weakmesses it the financial, telecommunications, and other critical
infrastructures. The information gathered will provide private industry and the public the ability
to identify vulnerabilities and prevent or minimize fisture attacks. Funding and staffing resources
should also be directed toward electronic investigative operations involving data breaches and
the theft of sensitive personal data contained on government and private sector computers.

U.S. Patent and Trademark Office

I urge the Committee to fully allocate fee-based funding for the United States Patent and
Trademark Office (PTQ). Conaress recently enacted the Leahy-Smith America Invents Act, P.L.
112-29, which creates a Patent and Trademark Fee Reserve Fund, into which are deposited any
[ees collected in excess of the appropriated amount. Full funding for the PTO, including access
to those fees, are essential to the PTO’s effective implementation of P.L.112-29 and continuing
to work through the overwhelming backlog of patent applications. [ wge full access to the PTO
of the fees it collects, including those deposited in the Reserve Fund.

Copyright Royalty Board (CRB) and the Copyright Royalty Judges

The Copyright Board (CRB) adjudicates the royalty rates for compulsory licenses under the
Copyright Act, conducting proceedings that, for example, set rates to be paid by entitics ranging
from cable companies to webcasters for their use of copyrighted content as they deliver video
and music programming. The CRB is also involved in adjudicating disputes about how these
paymenis are distributed to copyright holders.

Because the benefits of compulsory licensing flow almost exclusively to the licensees and the
public, the cost of administering the licenses should not be paid exclusively by the copyright
holders. The law creating the CRB made clear that funding was to be made out of public funds
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and not out of the Copyright Office account (17 U.S.C. 803(e)(1)(B)). Thus, to implement that
provision, I recommend that the CRB receive adequate funding.

Intellectual Property Enforcement Funding

Industries based on intellectual property (IP) account for more than 35 trillion of the U.S. gross
domestic product, drive more than half of U.S. exports, and employ over 18 million Americans.
I support strong funding for initiatives aimed at fighting intellectual property theft, particularly
those undertaken by the Department of Justice for intellectual property rights enforcement.
P.L.110-403 authorized additional funding for grants to eligible State or local law enforcement
entities to combat intellectual property theft and infringement crimes; authorized funding to hire
ten additional agents at the FBI designated to support the Computer Crime and Intellectual
Property Section, ensurc all Computer Hacking and Intcllectual Property Crime Units are
assigned at least two Assistant United States Attorneys and provide appropriate training; and
authorized additional funding for the FBI and the Criminal Division to hire and train law
enforcement officers and to procure advanced tools for investigating high tech erimes. 1
recommend the Committee take into account the authorizations for these enforcement programs
that will benefit our economy.

P.L. 110-403 also elevated the intergovernmental coordination of intellectual property
enforcement efforts within the administration from the Department of Commerce to the White
House with the creation of the Intellectual Property Enforcement Coordinator. The Coerdinator
chairs a council of representatives from every Department and agency that actively paiticipates
in the enforcement of inteHectual property. The Coordinator needs a budget and a staff to be
etfective.

The Federal Judiciary

I emphasize the essential role of the Federal Judiciary in our Federal system. The Federal courts
exercise no conrol over the number of cases filed, and must meet changing law enforcement and
economic demands, such as increased bankruptcy filings and enhanced immigration
enforcement. | would request that the Committee keep in mind the evolving and increasing
demands on the Federal courts when considering the Federal Judiciary’s requested appropriation.

Court Security Improvement Act — In addition to general funding for the operation of the
Federal Judiciary, we also emphasize the need for strong security for our courthouses, judges,
and court personnel. In 2008, the Court Security Improvement Act (P.L.110-177) was enacted
into law. This law demonstrates Congress’s strong support for the safety and security of the
Nation’s court petsonnel. 1 support funding for Court Security Improvements consistent with
past appropriations.
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Thank you again for soliciting these views and estimates for FY 2016. I look forward to working
closely with you on these and other issues.

Sincerely,

Dok

Charles E. Grassley
Chairman
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nited States Senate

AULES AND ADMINISTRATION
WASHINGTON, DC 2051068325

February 27, 2015

The Honorable Mike Enzi, Chairman

The Honorable Bernie Sanders, Ranking Member
Committee on the Budget

United States Senate

Washington, DC 20510

Dear Senators Enzi and Sanders,

This letter provides the views and estimates of the Committee on Rules and
Administration.

Consistent with Section 301(d) of the Congressional Budget Act, the Committce has
reviewed the President’s budget for FY2016 and finds that it adequately funds the legislative and
administrative agencies that fall within our jurisdiction, including the Federal Election
Commission, Government Publishing Office, Library of Congress and Office of Compliance.

The Committee has reviewed programs under our jurisdiction consistent with the
requirements of Section 411 of the 2010 budget resolution. The President’s budget funds the
operations of the Election Assistance Commission, without recommending additional funds for
election reform grant payments. The President’s budget has not included funding for these grant
payments since FY2010. As distribution of these federal grants was a primary purpose of the
Election Assistance Commission at its creation, the absence of these grants calls into the
question the continued need for the Commission itself.

The Committee intends to review the operations of the Election Assistance Commission

and may gencrate some savings by eliminating or restructuring this agency. The Committee will
continue to examine potential waste, fraud and abuse in this and other agencies that fall within

our jurisdiction.
Sipeerely,

Chairman
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February 27, 2015
The Honorable Mike Enzi, Chairman
The Honorable Bemard Sanders, Ranking Member
Committee on the Budget
United States Senate
Washington DC 20510

Dear Chairman Enzi and Ranking Member Sanders,

This responds to your letter dated January 27, 2015, regarding the views and estimates report for
fiscal year 2016 of programs under the jurisdiction of the Committee on Rules and
Administration. Consistent with Section 411 of the 2010 budget resolution, the Committee
reviewed its jurisdictional programs, including its Legislative Branch accounts, and determined
that, to its knowledge, there are no expenditures which appear to rise to the level of “waste,
fraud, and abuse” in program spending. The President’s Budget for FY2016 for the Rules
Committee’s Legislative Branch accounts was also reviewed. No significant changes for the
purposes of the budget resolution are anticipated. [ welcome the opportunity to comment on the
President’s budget proposal for programs under the Rules Committee’s jurisdiction. In particular,
I would like to highlight some of the vital functions of the Election Assistance Commission and
the Federal Election Commission.

Election Assista mmissi

As you know, the Help America Vote Act (HAVA) created new mandatory minimum standards
for states to follow in several key areas of election administration, with the goal of reforming the
nation’s voting processes and improving voting systems and voter access. Local election officials
must meet these new standards, but many face severe resource constraints. HAVA established
the EAC specifically to assist states with compliance, replacement of voting systems, and
improvement of election administration. The EAC’s efforts to aid in the improvement of voting
systems and voter access include —-

o Setting Voting System Standards and Certifying Voting Systems. After the passage of
2002 Help America Vote Act, most jurisdictions purchased new voting systems,
upgrading from paper, lever or punch card systems to optical scan or direct recording
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electronic (DRE) machines. By the end of this decade, however, a large share of the
nation’s voting machines will reach the end of their natural life and require replacement.
Many states are required by state law to only use voting systems certified by the EAC.
Without a quorum since 2010, the EAC had been unable to update standards and certify
new machines. However, three new Commissioners ate now in place and are just
beginning the critical task of updating voting system standards and certifying voting
systems.

o Administering the Election Administration and Vofing Survey. The EAC’s Election
Administration and Voting Survey (EAVS) is the nation’s foremost data collection effort
on how Americans cast their batlots. The EAC is preparing to administer the survey in
FY2016. The survey generates data for use in two federally mandated reports — the
impact of the National Voter Registration Act and the Uniformed and Overseas Citizens
Absentee Voting Act. The survey provides a range of information about voting,
including voter registration, military voting, provisional ballots, and absentee voting. This
unique and important collection of election statistics has steadily improved and is now
relied upon by state election officials, government policy makers, news media, and
experts alike as the best and only comprehensive coliection and review of voting data in
the United States.

The EAC has received positive, bipartisan feedback from voting organizations and election
officials across the country for its work. Funding at the full amount of the President’s budget
proposal would permit the EAC to continue to deliver critical, statutorily-mandated services and
assistance to State and local governments.

Federal Election Commission

As you know, the FEC is responsible for administering and enforcing the Federa! Election
Campaign Act (FECA) — the foundation of federal campaign finance regulation. The FEC plays
a critical tole in ensuring that voters are fully informed about the sources of financial support for
federal candidates, political party committees, and other political committees. The FEC’s efforts
to facititate transparency regarding campaign finance activity and ensure compliance with FECA
include ~

s Providing Access to Campaign Firance Information. The Commission provides the
public with access to campaign finance information and provides candidates, committees
and the public with advice and support so they can fully understand and comply with the
Act. Funding at the full amount of the President’s budget propasat would permit the FEC
to continue to deliver critical services and assistance to the public and candidates. Over
the past decade, the FEC has seen a steady increase in the number of reports filed and
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transactions disclosed. During FY 2016. this trend is expected to be amplified due to the
upcoming Presidential race. The Commission plans to implement tools to further
automate the Report Analysis Division’s (RAD) processes in ways that will help to
ensure that the FEC can continue to provide timely, individualized support to filers and
make comprehensive and accurate campaign finance information more quickly and easily
available to the public.

Updating and Improving Information Technology Systems. For the past several fiscal
years, the Commission has prioritized the enhancement of the public’s access to the
FEC’s campaign finance data and the development of efficiencies in the disclosure of that
data. Completion is expected on a suite of technology that increases the level of service
the FEC is able to provide to the public in FY2015. Funding at the full amount of the
President’s FY2016 budget proposal will allow the FEC to expand these projects to
ensure that the FEC’s [T systems continue to grow with emerging technologies. For
example, the Commission plans to initiate a study to explore the requirements and build a
plan to launch FEC data into a cloud environment. The also includes funds to ensure that
the agency is ablc to maintain and improve upon current efforts to redesign www.fec.gov.
In the rapidly changing world of information technology, agencies must proactively
improve their systems in order to maintain them. Funding at the level set out in the
President’s budget proposal will ensure that the FEC preserves, protects and builds upon
its IT investments.

Funding at the full amount of the President’s budget proposal would permit the FEC to provide
the oversight and guidance necessary to ensure that federal campaigns maintain financial
transparency and comply with election law.

The roles of the EAC and the FEC in the administration and accountability of federal elections is
critical. Maintaining the full amounts set forth in the President’s budget proposal would permit
these two agencies to deliver services critical to the oversight and administration of our federal
elections and help ensure that the results of federal elections are accurate, reliable, secure, and
transparent.

Thank you for your assistance in this matter. If you require additional information, please
contact my Rules Committee Chief Counsel, Stacy J. Ettinger, at 202-224-6282.

Sincerely,

Chto St

Charles E. Schumer
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2% G410, REPUBLICAN STAFF DIGECTOR
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The Honorable Mike Enzi The Honorable Bernie Sanders
Chairman Ranking Member

Committee on the Budget Committee on the Budget
United States Senate United States Senate
Washington, DC 20510 Washington, DC 20510

Dear Chairman Enzi and Ranking Member Sanders:

As Chair of the Senate Committee on Small Business and Entrepreneurship, { submit the
following views and estimates on funding allowances for the U.S. Small Business
Administration (SBA), and other maiters under the Committee’s jurisdiction. as directed by
§301(d) of the Congressional Budget Act of 1974.

The President’s proposed FY 16 Budget adds $8.5 trillion to the national debt and
increases federal spending by $259 billion in the next year alone. It is the same unsustainable
plan for spending and tax increases we have seen in past years from this Administration with no
long-term initiatives for managing our country’s debt, The American public will hold 74 percent
of the federal debt by the end of this year, which is more than double what it held in 2007. CBO
projects that if we continue the status quo, the already astronomically high deficit will grow to
$1.1 trillion in the next ten years. The only encouraging thing about the President’s plan is that
there is a zero percent chance it will become law. We need a budget plan that decreases taxes for
families, pays down our debt for future generations. and encourages small businesses to grow
and create jobs.

1 applaud you for developing a budget resolution that will address our ballooning deficit
and create an economic environment that encourages small business growth. We need to take a
hard lock at every federal agency, including the SBA, and identify duplicative, obsolete, or
excessive areas where responsible cuts can be made.

The budget request for the SBA in FY16 is $860.13 million, a three percent reduction
from FY15. The majority of the decrease is the result of the SBA eliminating subsidies for the
7(a) and 504 loan programs. While it is a victory that these programs no longer rely on subsidies,
1 believe the SBA should continue to evaluate additional opportunities to rein in their spending. 1
have serious concerns that some of the SBA's spending is dedicated to duplicative programs
which often have not been authorized by Congress. It is the responsibility of the SBA to reduce
or eliminate funding to overlapping, duplicative, or inetficient programs.

Although the SBA has taken some steps to address excessive spending, according to a
GAO report from February of this year. they often do not collect the detailed information

Page | of 2
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necessary to track the entrepreneurs served through their programs. This kind of data is
necessary to properly evaluate the effectiveness and performance of SBA financial assistance
programs. Beyond responsible data collection, the SBA Inspector General's Fali 2014 Semi-
Annual report suggests that there are other opportunities for increased oversight within SBA
programs. The report identified signiticant opportunities to mitigate fraud in the 7(a) loan and
contracting programs and included suggestions to improve disaster assistance. In order to avoid
excessive budget requests, I encourage the SBA to reevaluate their programs and address all
available opportunities to eliminate unnecessary spending and to ensure that taxpayer dollars are
spent wisely on effective programs.

Additionally, ! want to commend the SBA’s efforts to train emerging entrepreneurs and
cnsurc new business owners have the resources and knowledge necessary to start and grow new
businesses. One such program of note is the SBA's Boots to Business Program that has assisted
aver 15,000 transitioning service members so far. The Boots to Business Program has proven to
assist returning veterans in transferring their skills to civilian lifc and to afford them the
necessary knowledge and resources to become successful entrepreneurs. Qur veterans are an
underutilized source for entrepreneurship, and with effective instruction and guidance, they are
poised to become key leaders in advancing the nation’s economy.

As you work through the FY16 budget appropriations, I ask that you consider alternative
funding amounts than those outlined in the SBA’s budget request for two programs. First, the
SBA has requested $2 million for the Federal and State Technology (FAST) Partnership
Program. This program facilitates cutting edge research and development in science and
technology by providing funding to science and technology-driven small businesses with a
particular focus on assisting socially and economically disadvantages businesses compete in the
SBA’s Small Business Innovation Research and Small Business Technology Transfer programs.
In order to effectively accomplish the vital goals of the program, additional funds are necessary.
Accordingly, I request that you appropriate $5 miilion to the SBA’s FAST Partnership Program.

Secondly, the SBA’s Small Business Development Centers (SBDCs) are vital resources
that are an invaluable component of small business growth. SBDCs provide extensive. long-term
professional business advising, training, and other specialized services to emerging and
established small businesses. It is through successful and highly effective programs like SBDCs
that we see increases in job creation and new business starts. Consequently, SBDC resources arc
expanding to meet the demand and require additional funding from previous years. [ urge you to
increase SBDC funding over FY15 levels. Thank you for your consideration as we work toward:
a responsible budget.

Sincerely,

avid Vitter
Chairman
Scnate Small Business and Entreprencurship Committee

Page 2 of 2
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Limted States Senate

CommiTTes ON SMact Business & ENTREPRENE LRSHIP
Wastancion, DC 20510-6350

February 27, 2015
The Honorable Michael Enzi The Honorable Bernard Sanders
Chairman Ranking Member
Committee on the Budget Committee on the Budget
United States Senate United States Senate
Washington, DC 20510 Washington, DC 20510

Dear Chairman Enzi and Ranking Member Sanders:

As Ranking Member of the Senate Committee on Small Business and Entrepreneurship, I submit the
following views and estimates for the fiscal year 2016 (FY16) Budget Resolution as it addresses the
Small Business Administration (“SBA” or “the Agency”) and other matters under the Committee’s
jurisdiction, in compliance with section 301(d) of the Congressional Budget Act of 1974. | thank the
Budget Committee for its past support of America’s small businesses and the SBA, as well as for
considering the Committee on Small Business and Entrepreneurship’s views as it prepares the FY16
Budget Resolution.

There are 28 million small businesses in America today, and they are responsible for producing two
out of every three net new jobs. The SBA helps these small businesses by partnering with the private
sector to provide long-term loans to small businesses, which keeps their monthly payments affordable
and strengthens their cash flow; partnering with private investment firms to deploy patient capital to
high-growth businesses that might be overlooked by traditional investors who gravitate towards larger
deals; making direct, low-interest loans to disaster-victims to help them get back on their fect after
their business or home is destroyed or damaged; facilitating access to more than $80 billion in federal
contracts; ensuring parity across federal agencies in the awarding of contracts; and facilitating the
training and teaching of business development skills to the smallest entrepreneurs.

With a budget authority in recent years of less than one tenth of one percent of the discretionary federal
budget, the value of SBA’s contribution adds up to a tremendously smart financial investment for the
federal government. In FY14 the SBA supported nearly $29 billion in lending through its core loan
programs, with the Agency’s flagship 7(a) loan program recording its second highest volume ever
loaned. The SBA accomplished this without receiving a credit subsidy appropriation for the 7(a)
program, relying instead on fees and a small amount of carryover to cover the cost of backing these
loans. The 7(a) and 504 loans supported nearly 600,000 jobs and assisted more than 50,000 small
businesses. Also in FY14, the Small Business Investment Company Debenture program recorded
another record year of growth - also without a subsidy ~ by leveraging nearly $5.5 billion to small
businesses, a 60% increase over FY13.

Counseling, both from the SBA and from its resource partners, assists entrepreneurs who want to
create or expand a business, as well as pursue opportunities in federal contracting. Hundreds of
counseling resource partners, including Small Business Development Centers (SBDCs), Women’s
Business Centers (WBCs), and SCORE, helped more than one million small business owners and
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entrepreneurs in FY14. No less critical are the technical assistance and training programs the SBA
provides on contracting. During FY13, the most recent data available, federal agencies for the first
time in eight years reached their smalt business contracting goals by awarding 23.39% in contracts to
small businesses for a total $83 biflion. The contracting assistance the SBA provides to smali
businesses is crucial to ensuring that small businesses and entreprencurs can successfully compete for
federal contracts.

SBA plays a key role in setting and implementing federal export assistance programs. In FY14, the
SBA approved $1.3 billion in export loans to small businesses, trained business counselors and banks
on exporting services, promoted exporting opportunities and collaborated with other federal agencies
and the Natiopal Export Initiative to meet the goal of supporting 50,000 new small business exporters
by FY17. SBA’s Office of Advocacy works to reduce regulatory barriers to entrepreneurship and job
growth by representing the needs and interests of small businesses when other federal agencies are
crafting new regulations.

The SBA also provides crucial assistance to veterans, service-disabled veterans, Reserve and National
Guard members, discharging active duty members and their families through muitiple Veterans
Business Outreach Centers and partnerships with the Departments of Defense and Labor and
universities throughout the United States.

Becausc SBA investments are critical to the economic growth of the United States, it is vital to
increase its lending authorization to meet the growing demand for SBA capital and fully fund the loan
counseling services provided by the Small Business Development Centers, SCORE partners, Women’s
Business Centers and Veterans Business Qutreach Centers. Partnering with local experts across the
United States is one of the smartest investments SBA can make.

The SBA was cut 27% under the previous Administration (see the attached docurnent), the most of any
federal agency, and it has taken years to rebuild the Agency. To keep the loan programs from shutting
down or rationing credit, SBA’s lending partners and borrowers pay higher fees to keep the programs
al zero subsidy and back enough lending to meet the needs not filled by conventional lenders. The
SBA’s counseling services are below or in some cases modestly more than the authorization levels
enacted in FY2006, nearly a decade ago. For example, the SBDCs in FY06 were authorized for $135
million, and they were appropriated $115 million for FY13. The SCORE program in FY06 was
authorized for $7 million, and it was appropriated $7.5 million for FY15, The recommended levels for
FY16 are fiscally responsible and should not be cut.

SBA has a tremendous success story to tell. The Administration’s FY16 budget request of $860
million is 3% less than the FY1S appropriations because the SBA is facilitating smart loans to stable
entreprencurs whose collateral values have started to recover as the economy has improved so that the
fees paid by borrowers and lenders are more than covering the cost of any losses. So with less money,
SBA can continue to waive fees on small-dollar loans, increase lending to minority-owried businesses,
meet its small business contracting goals, provide counseling services to entrepreneurs, increase SBIC
fund investments, provide capital to promising small firms and expand to train more service members
at military instaliations worldwide.

Please support a robust budget for the SBA. The SBA operates on a lean budget while providing small
businesses in America with extensive resources. I would recommend a budget of at least $900 mitlion,
which would accommodate areas not included in the FY16 budget request but are currently funded in
FY15, such as the STEP program, the FAST program and the PRIME program. These initiatives are

2



241

designed to increase small-business exports, expand commercialization and put to good use idle but
promising research and help the most under-served of entrepreneurs who have an experiise but need
intense counseling to manage a business that gives them financial stability and builds wealth to expand
the middie class.

Contracting: 7(j) Technical Assistance:

The federal govemnment purchases more than $460 billion in goods and services each year.
Unfortunatety, the path to doing business with the federal government is often fraught with obstacles
requiring specific knowledge that few small business owners possess. These obstacles are particularly
difficult for minorities, women, and veterans to successfully overcome, even under the best of
economic conditions. Further compounding this problem, many small business owners and
entrepreneurs belonging to these segments of the small business community tend to be first-generation
entrepreneurs with limited start-up capital and business expertise. The combination of these two
factors creates an environment in which it is extremely difficult for many of these firms to successfully
compete for and win federal contracts. With a federal statutory goal of awarding small businesses at
least 23% of the total value of all federal contracts, it is imperative that the SBA’s technical assistance
programs for contracting be adequately funded. The 7(j) Technical Assistance program provides
cssential training and business counseling to small disadvantaged businesses, helping to level the
playing field and enabling them to more successfully compete for federal contracting opportunities. I
support no less than the FY15 appropriated level of $2.8 million for the 7(j) Technical Assistance
program in FY16.

Procurement Center Representatives (PCRs) and Commercial Marketing Representatives
(CMRs):

In addition to helping small businesses compete for federal contracting opportunities through technical
assistance and set-aside programs, it is critical that we ensure that small businesses are actually being
awarded federal contracts. The SBA is currently the primary federal agency responsible for reviewing
federal contracts awarded to small businesses, an enormous undertaking given the $460 billion in
federal contracts awarded annually throughout the United States. One way the SBA addresses this
challenge is through the efforts of a small number of procurement center representatives (PCRs) and
commercial marketing representatives (CMRs) assigned to procurement centers throughout the
country. PCRs and CMRs are responsible for ensuring that small businesses are aware of federal
prime contracting and sub-contracting opportunities, as well as for reviewing and flagging potentially
bundled federal contracts. Unfortunately, anecdotally we know that both programs are understatfed
and under-resourced to meet the needs and demands of existing and potential contracting opportunities.
This adversely affects the ability of PCRs and CMRs to effectively advocate on behalf of small
businesses and ensure that they are winning their fair share of federal prime and sub-contracting
awards. Therefore, I support rebust funding of these important programs.

7(a2) Loan Guaranty Program:

The SBA’s primary lending program, the 7(a) loan program, provides eligible small businesses with a
versatile financing tool that can be used to support a wide range of business development activities,
including the establishment or acquisition of a business, business expansion, and the purchase of
equipment, machinery, or supplies, as well as for short-term and long-term working capitai. This
program is one of the largest sources of long-term capital for small businesses in this country and has
proven to be an important lifeline for entreprencurs and small business owners who, through no fault
of their own, have been shut out of conventional credit markets. The Administration requested a
program level of $21 billion and no subsidy for the 7(a) program in FY16, but I believe that a ceiling
of $21 billion for FY16 could be insufficient. Recent data shows that demand for 7(a) loans is running
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27% ahead of last year’s lending, and industry experts predict that volume will reach $20.5 hillion by
the end of FY15. Further, the industry is planning to increase lending by at least 12 percent in FY16.
In order to allow the program to meet projected demand and prevent SBA from rationing credit or
asking Congress mid-year for an emergency increase, a program level of $23.5 billion for FY16 would
be appropriate for the 7(a) Loan Guaranty program. Because the 7(a) Loan Guaranty program is
funded entirely through fees paid by borrowers and SBA lenders, increasing the authorization level to
$23.5 billion will have no cost. While a higher program level does not require a subsidy, it does
require the SBA to have sufficient staff and other resources to manage the programs efficiently and in
a fiscally sound way. The demand for this type of credit, and SBA’s other loan and investment
programs that are zero subsidy, are successful if the SBA overall has robust funding.

504 Loan Guaranty Program:

The SBA’s 504 joan guaranty program provides long-term, fixed-rate loans to help smalt businesses
finance the acquisition of major fixed asscts or to facilitate the expansion and modernization of a
business. Due to the strong economy which has increased the value of the collateral that backs the
loans, the fees charged to 504 borrowers and lenders will fully cover the cost of this program in FY16.
Therefore the 504 loan program requires no subsidy for FY16 — which is a tremendous success story
for the SBA — to atlow the private sector to leverage up to $7.5 billion in these loans for fixed assets
for small businesses. Therefore 1 believe a program level of no less than the Administration’s FY16
request of $7.5 billion would be an appropriate level for the 504 Loan Guaranty program.

504 Loan Guaranty Refinance Program:

The Administration has requested authority to reinstate the 504 Loan Guaranty Refinance program
which was authorized by the Small Business Jobs Act of 2010 and which expired in 2012. This
program helped 2,300 small businesses refinance more than $5 billion in capital, allowing business
owners to save monies previously spent on high-interest rates. Small businesses who participated in the
refi program were required to reinvest the savings in their businesses, creating jobs and opportunity for
them and in the wider community. The cost of this program was covered entirely through fees paid by
the borrowers and lenders and the loans are performing better than budget analysts estimated. The
budget projects a negative reestimate for the 504 Loan Guaranty Refinance program of $101 million in
FY15. Historically, the Small Business and Entrepreneurship Committee has taken bipartisan action to
support reinstatement of the 504 Loan Guaranty Refinance Program, and I support the
Administration’s FY 16 request to reinstate this important access to capital program.

Microloan Program:

SBA’s Microloan program is the only SBA lending program with a direct mandate to assist minority
entreprenenrs and other business owners who are underserved by conventional lenders. Since its
implementation in 1992, the program has proven effective at reaching and serving the needs of
minority, women, and rural small business owners, while incurring minimal loss to the taxpayer. The
program provides funds to qualified nonprofit intermediary lenders, which in turn make “microloans”
of up to $50,000 to small businesses and nonprofit childcare centers for working capital, supplies and
or equipment. The program also provides oritical marketing, management, and technical assistance to
borrowers — services which are in increased demand despite improvements in the economy. [ strongly
support this vital program and the Administration’s FY16 request of no less than $3.3 million in loan
subsidy which will facilitate the leveraging of $35 million in new loans to intermediary lenders and
$25 million in technical assistance grants to support new and existing small business borrowers.
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Program for Investment in Microentrepreneurs:

Consistent with the action taken in FY15 to provide appropriations for the Program for Investment in
Microentrepreneurs (PRIME) program, I recommend level funding of 85 million for FY16. The
PRIME program provides unique, intensive, one-on-one business counseling that is mainly targeted
toward low~income individuals.

Disaster Loans:

In addition to providing assistance to small businesses during times of economic growth and economic
retraction, the SBA also provides recovery assistance to homeowners, renters, businesses, and
nonprofits in the aftermath of disasters. Following Hurricanes Katrina and Rita in 2005, the SBA was
criticized for a general lack of preparedness before the storms and a lack of responsiveness after the
disasters. Since then, and with increased Congressional oversight and careful executive actions, the
SBA has made significant progress in improving its disaster planning and response capabilities. The
Administration’s FY16 requcst of $158.8 million for the administration of the SBA’s disaster funds
seems reasonable given carryover for a program level of $1.1 billion in loans, based on the average of
ten-year look at disaster loan disbursements. The budget should at least provide for this amount,
recognizing that additional resources may be needed in the case of a large-scale emergency.

Veterans Programs:

Based on recent census data, veterans owned 2.4 miilion businesses (accounting for 9% of all
busipesses nationwide), generated $1.2 trillion in receipts and employed nearly 5.8 million people.
Businesses with veteran majority owners or half owners numbered 3.7 million, which represents 13.3%
of all businesses nationwide and accounts for more than $1.6 triflion in receipts. The SBA’s Office of
Veterans Business Development (OVBD) supports veterans through programs such as the Veterans
Business Qutreach Centers, which counseled over 38,000 veterans and trained over 39,000 veterans in
FY14 and the Boots to Business program, which provided entrepreneurship education at military
instatlations at home and overseas to over 14,000 service members transitioning out of service. 1
strongly support the Administration’s request for funding of no less than $11.4 million for veterans
programs in FY16.

Small Business Development Centers:

The Small Business Development Center (SBDC) program creates jobs, increases economic activity,
and does so in a cost-effective manner. According to independent anatyses of the program, businesses
receiving counseling and technical assistance services from SBDCs experience job growth rates 17
times higher, as well as sales growth rates that are four times higher, than businesses that do not
receive assistance from SBDCs. According to the Association of Small Business Development
Centers, between 2002 and 2013, SBDCs have helped small businesses create more than 750,000 jobs
and saved over §70,000 jobs. In that same time frame, SBDCs have helped small businesses obtain
over $38 billion in financing, and the economic activity supported by SBDCs has helped to generate
over $2.38 bitlion in federal revenue and $3 billion in state revenues, and has been accomplished with
total appropriations of less than $860 million. For FY14 SBDCs had 13,415 new business starts which
works out to 36.75 new business starts a day. Total counseling hours for 2014 were 1,257,101,
Congress appropriated $115 million for the SBCS in FY15, and [ support robust funding of no less
than $115 million as requested by the Administration for SBDCs in FY16,

SCORE:

SCORE, originally known as the Service Cotps of Retired Executives, is a non-profit association,
authorized under the Small Business Act of 1953 (P.L. 95-510), that provides one-on-one small
business counseling, technical assistance, and mentorship services to small businesses and

5
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entrepreneurs throughout the country. Made up of a network of more than 11,000 volunteers
representing more than 350 chapters, SCORE is dedicated to educating and assisting entrepreneurs and
small business owners in the formation, growth, and expansion of their small businesses. According to
the SCORE Foundation, in the last fiscal year, the program helped clients return more than $61 in new
tax revenue at the federal level for every dollar appropriated to SCORE.

Despite receiving a limited amount of federal funding while experiencing a significant increase in
demand for its services in recent years, SCORE has continually expanded its work, a direct resuit of
the organization’s medemization and improvement of its technological and online infrastructure.
However, SCORE’s cutrent resources have been stretched to the limit, and the organization is in need
of additional funding. Accordingly, to enable SCORE to fulfill its mission of providing critical
business counseling and mentoring services, recruit more volunteers, and continue its expansion and
modernization efforts, I support the Administration’s request of at least $8 million for SCORE in
FY16.

Women’s Business Centers:

The National Women’s Business Center reports that there are more than 7.8 million women-owned
firms that employ more than 7.6 million peopie and generate $1.2 trillion in total receipts. Between
1997 and 2013, the number of women-owned businesses in the United States increased by 59%,
compared to 41% for all new businesses in the United States, a rate of almost 1.5 times more than the
average. Women-owned companies now make up 30 percent of all U.S. companies. Over the past six
years, based on data from the National Association of Women Business Owners, the only businesses
that have provided a net increase in employment are large, public corporations and privately held
majority women-owned finns.

The Women's Business Center (WBC) program provides granis to more than 100 non-profit
organizations across the country that provide mentorship, training, technical assistance and other
entrepreneurship support services to women and individuals in economically and soctally
disadvantaged communities. This past fiscal yeat, the program served more than 130,000 clients and
assisted in more than 700 entrepreneurs to start their own business. Additionally, it is the only
program within the SBA statutorily purposed to provide this type of assistance within these
communities. I support the Administration’s request of af least $16 million for WBC in FY16.

Federal & State Technology (FAST) Program:

In order to help high growth entrepreneurial companies flourish and create jobs, ome of the
recommendations from the President's Council on Jobs and Competitiveness was to reauthorize the
Small Business Innovation Research (SBIR) and Small Business Technology Transfer (STTR)
programs, the federal government’s largest programs for small, high-technology firms. To help meet
those goals, I recommend providing funding for the Federal and State Technology (FAST) program.
This program is designed to strengthen the technological competitiveness of small businesses in all 50
states and to improve the geographic disbursement of SBIR and STTR awards. Under the leadership
of former Senator Kit Bond, when he was Chairman of the Committee on Small Business and
Entrepreneurship, Congress authorized the FAST program with a program level of $10 million. In
recent years it has been appropriated at 32 million and it seems reasonable to increase the FAST
program’s funding to §5 million for FY16.
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State Trade and Export Promotion Program (STEP):

Authorized by the Small Business Jobs Act of 2010 (P.L. 111-240), the STEP program provides
matching federal funds to states and territories to carry out export promotion efforts for small
businesses. Grant recipients use their funds for trade missions, international marketing etforts,
business counseling, export trade show exhibits, and other promotional activities. The STEP program
has played a crucial role in helping small and medium-sized businesses export goods and services. In
the two years the STEP program received full funding, fiscal years 2011 and 2012, the program
supported $909 million in actual and projected state-reported export sales, representing a return on
federal investment of more than 15:1. Therefore I would recommend funding the STEP program at the
previously authorized level of $30 million in FY16.

In closing, | acknowledge that you have difficult decisions to make as you develop the budget
resolution, and | appreciate your consideration of my views and recommendations for the SBA to
budget at least $900 million for the SBA for FY16. The programs [ have mentioned above are just a
sample of the important work the SBA does to meet the neceds of our small businesses when given
adequate resources. Thank you for your support of small businesses and entrepreneurs.

Sincerely,

——— e .

Benjamin L. Cardin
Ranking Member
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Table S-3. Discretionary Funding by Major Agency
(Net hudget authority; dobar amounis in bitions}

. . Ghange:
. H
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B Nnited States Senate HERE
COMMITTEE ON VETERANS® AFFAIRS
WASHINGTON, DC 20550

February 27, 2013

The Honorable Michael Enzi, Chairman

The Honorable Bernard Sanders, Ranking Member
Cominittee on the Budget

624 Ditksen Senate Office Building

United States Senate )

‘Washington, DC 20510 :

Dear Chairman Enzi and Ranking Member Sanders:

Pursuant to Section 301({d) of the Congressional Budget Act of 1974, I write to provide my
views and estimates to the Commitiee on the Budget on matters within the jurisdiction of the
Committee on Veterans® Affairs. In preparing these views and estimates, I have carefully reviewed
the Administration’s proposed Fiscal Year (FY) 2016 budget and 2017 advance appropriations
request for veterans’ programs. I have also carefully reviewed the testimony of Secretary McDonald
and other witnesses at the Committee’s February 26, 2015, hearing on the proposed budget. Finally,
T have given careful consideration to the “Independent Budget for the Department of Veterans
Affairs for Fiscal Year 2016” prepared by four veteran service organizations — AMVETS, The
Disabled American Veterans, the Paralyzed Veterans of America, and the Veterans of Foreign Wars,
This comprehensive budget and policy document created by veterans and for veterans is also
supported by 51 other organizations that care deeply about veterans and their families.

General Comments

Earlier this week, the Senate Veterans’ Affairs Committee (Committee) began a series of
joint hearings at which the veterans service organizations shaved information about the challenges
facing the veferan community as well as their organization’s priorities for the legislative session.
Listening to the testimony ofthese groups is always a stark reminder budgets for veterans programs
are about much more than mere dollars and cents. They are about how our nation honors the service
and sacrifice of the men and women — as well as their families — who have wormn the uniform and
answered the call to serve,

Today, veterans and their families continue to face challenges. Too many men and wornen —
many fighting to cope with post-traumatic stress — are taking their own lives. Veterans across this
couniry continue to wait too long to receive health care where and when they need it. Women
veterans, the largest growing segment of the veteran population, continue to be confronted with
inadequate gender-specific care.

These are just a few of the challenges, but they readily demonstrate that the commitments we
have made as a nation to our veterans and their families are long-lasting. They span multiple
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geperations and, historically, the peak demand for benefits and services occurs well after condlict has
ended. Naw is the time to make smart but necessary investments to ensure that as a nation, we axe
able 1o honor the cornmitments we have made to our vetevans for years to come.

Asawhole,  believe the President’s hudget request demonstrates 2 contimued commitment
to ensuring veterans have access to the care and henefits they deserve. However, more work remains
to be done. Over the past several weeks, the Committee has been reviewing the fiscal year 2016
budget and 2017 advance appropriations requests for the Department of Veterans Affairs. Just
yesterday, the Committee conducted a hearing on this request. We heard from Secretary McDoneld
and his leadership team as well as a number of veterans service organizations ineluding groups that
meke up the Independent Budget.

I am gware that the Chairmean of the Committee will be providing you with his views and
estimates, and 1 share many of the concerns that the Chairman’s letter will express. For example,
similar to the Chairman I agree that VA’s implementation of the Choice Program requires greater
scrutiny and at this early stege of implementation it is difficuit to cleayly understand what impacts
the Choice Program and other emetgency funding provided during the last Congress might have on
VA’s budget. Additionally, I share the Chairman’s views on VA’s ongoing chatlenges with its
construction programs, including the unacceptable delays and cost overrups related to major
construction projects, the most visible being the Denver VA Medicat Center. 1 also remain deeply
concerned about the claims backlog and VA’s efforts to transform its compensation claims system.

Although I share the Chairman’s perspective an many issues, I write separately to provide
additional views I believe are relevant as yon work to craft a budget resclution. Further, I would
offer recommendations on a number of other programs within the Committee’s jurisdiction that I
believe warrant attention by the Budget Committee. I hape you find this information and my
recommendations belpful as you work to craft a budget resolution and address the many challenges
confronting out nation’s veterans and their families.

Diseretionary Account Spending

A. Office of Inspector General. Over the course of the past year, the VA Office of Inspector
General (VAOIG) has opened investigations in response to allegations of wait fime manipulations at
nearly 100 sites of care. Approximately a third of these investigations have been completed and
reforred to VA's Office of Accountability Review. These investigations are in addition to the
mumerous audits, evaluations end ovessight work conducted by the VAOIG on an annual basis.

I1ind the President’s FY 2016 budget request of $126.8 million, which represents an increase
of only .3 percent from last year’s enacted fovel of funding, inadequate to the task at hand. Atatime
of growing V A budgets amd significant challenges, this level of funding would reduce the VAQIG’s
staffing level by 10 FTE. Now is not the time for stagnated funding. VAOIG must have the
necessary resources to continue to thoronghly investigate and close ongoing investipations refated fo
wait {ist manipulation. It needs adequate funding to appropriately address the exponential growth —a
45 percent increase — in hotline contacts and the resulting investigations. Finally, it must have the
resources necessary to support the operations of the Office of Investigations, Office of Healthcare
Inspections, and Office of Audits and Evaluations, each of which provide meaningful oversight end
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have been responsive to past requests of the Secretary and Congress. There is no shortage of arcas
that would benefit from the work of VAOIG, however, I would urge continued oversight in relation
to VA’s mental heatth care programs, efforts to adequately meet the heath care needs of the growing
population of women veterans, as well es collahorative efforts between VA and the Departmnent of
Defense (DoD), such as the Integrated Electronic Health Record that have the potential to improve
the delivery of benefits and services to our nation’s veterans.

VAOQIG serves an invaluable role in holding VA accounteble, aud I expect VA to redouble its
efforts to act decisively and immediately to address constructive criticism, including VACIG
recomrendations. For this reason, I recommend the budget resolution provide $141.8 million, an
increase of $15 million above the President’s request, to fund the VAOIG.

B. Medieal Services

Veternns Clivice Program and Access fo Care— Last year’s revelation of unacceptable wait-times
and widespread wrongdoing within VA led to congressional action in the forr of P.L. 113-146, the
Veterans Access, Choice, and Accoumability Act (Access Act), The funding from this law will help
alleviate some of the pressures facing the Veterans Health Administration (VHA), but cannot bs the
only method used for improving access to care for veterans. The President’s budget request
represents an ongoing commitment to addressing the staffing and facility needs of VHA, which must
continue to be menijtored and implemented to ensure staffing occurs where it is most necessary. VA
antitipated a cost shift of $452 million in FY 2016 due to care utilization outside of VA through the
Choice Program. However, during the first months of the Chaics Program, ufilization of the pragram
has been shockingly lower than expected. The reasons veterans are declining to use the Choice
Program at anywhere near the 1ate expected ate unknown at this point, but clearly the continuing
shortage of VA care, as indicated by over 350,000 veterans weiting in excess of 30 days for an
appointment, must be ameliorated through expanded vse of the Choice Program.

VA’s recent efforts to expand interpretations of some of the limitations placed on the
program by Congress, such as determining when veterans who face geographical challenges have
been unsuccessful. This is evidenced by the fact that only 44 veterans, to date, are eligible for the
Choice Program under that criterion. 1 believe the eligibility criteria at this point, do not allow
cnough veterans to acoess care through this program. Specifically, I would draw attention to VA’s
ability to reinferpret its implementation of the 40 mile rule. Although the Joint Explanatory
Statement for the Access Act directed VA to consider veterans’ location based on “gendesic
distance, or the shortest distance between two points,” the Congressional intent was to end
unaceeptable wait times and other barriers to appropriate health services. However the VA may
parse the Statement fanguage, the broader intent of Congress —and the expectation of veterans —isto
make veterans’ health care more accessible and veteran centered. This broad intent was articulated
emphatically on the floor, without reference to technice! distance calculations. The Statement
disclaimed any intention to “preciude veterans who reside closer than 40-miles from a VA facility
from accessing care through non-VA providers,” and many veterans have expressed disbelief that
they would not quatify for care through the Choice Program even though the typical driving distance
from their home to a VA facility is greater than 40 miles, Applying the 40 mile rule to include
“driving distance” reflects the actual difticulty of secess, and ample technologies available through
GPS. I would urge VA to support this interpretation, and legislative chenges ¢ y to adept it.
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Such a change may well have budgetary implications, and I have requested that VA provide the
Committec with estimates on the impact.

Furthermore, the program itself must be implemented eppropriately to include adequate
training for frontline employees to make sure that veterans and providers have mppropriate
information. While the Choice Program is not directly included in the President’s budget request, the
utilization of the new Choice Program will result in some level of cast shift. As a result, budget
projections for the next few years must recognize the potential for huge variations of utilization of
the Choice Program and the resuiting impact on VA’s medical care accounts, including the
possibility that low utilization rates of the Choice Program will mean a higher than anticipated
confinued rates of use of VHA care by veterans, I expect VA will continue to work with the
Committee on understanding the budgetary impacts and work towards utilizing the available funding
to implement this law and expand access to care for veterans.

~ Like my colleagues’ I would oppose suggestions to reprogram some of the $10 billion in
funds made avaiiabie under the Access Act. At this time, cartainly such suggestions are premature
and distracting, especially given that VA’s own estimates for spending over the three-year life of the
Chaice Program range from $3.8 billion to $12.9 billion. Focus shonld be on meking the Access Act
work well, not divetting funds from it. While there are & number of pressing priorities for VA,
Congtess fully intended for the Access Act funds to be used to reduce the wait times at VHA
facilities. VA should not even propose redirecting any of these funds until the shortcomings
identiffed at those facilities have been cotrected.

With the addition of this new program to the existing non-V A care programs, confusion from
providers as well as veterans is expected. It is essential VA get accurate information to both
providers and veterans about how the Choiee Program interacts with programs like Patient-Centered
Community Care, Project ARCH, and other prior approved care. While the Acoess Act requires
consolidation of claims processing operations for non-VA medical care, it is unclear whether
appropriate resources and attention have been directed at enguring all programs are weli-integrated
and easy to use. Since it appears that such coordination of programs has not specifically been
included as a part of the budget request, I recommend that specific funding be set aside within the
medical care accounts to coordinate VA and non-VA care options.

Over the past year, it has become abundantly clear the health needs of our veterans have been
inadequately addressed due to failures within the VA system. I am committed to helping end these
failures. Throughout the coming years, VHA must continue the increased focus on aceess to health
care for veterans. Proper internal reviews and authotity to implement necessary improvements to
internal systems must be & part of this focus on aceess to care. In order to meef these goals, the Chief
Business Offive, with increased responsibilities related to the Access Act and all non-VA care, must

be adequately funded.

Mental Health - The President has requested $7.4 billion for mental health care, which is a slight
increase from FY 2015, While I am pleased to see increased commitments to this essential area of
care, T am concerned this level of investment may still he inadequate to meet the needs of our
veterans — both those recently returned from combat and those facing ongoing mental health nceds
throughout their lives. For instance, funding for the National Center for Post-Traumatic Stress
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Disorder remains level despite the Center's wotk being a key component for both research and care
for post-traumatic stress (PTS).

Mental health services encompass everything from outpatient models that should be
inteprated into primary care settings to acute, inpatient treatment to immediately and approptiately
serve someone in acrisis situation, Suicide prevention must continue to be & top priority for VA, but
it must also continue to push for appropriate ways to balance substance abuse issues and the opioid
abuse epidemic with pain management needs for veterans, Sufficient funding allocated across care
settings is necessary for meeting the mental health needs of veterans.

Iam ooncerned veterans trapsitioning out of military service increasingly report an inability
to access the pharmaceuticals that have been proven successful in treating their PTS or other mental
health issues while in the military, More collaboration is needed betweern the Department of Defense
(DoD) and VA on ensuring that their formularics, and processes for purchasing off-formulary
medications, allow continued aceess to medications that stabilize their mental health conditions, 1
support VA’s preference for purchasing generic drugs as a method of containing costs, but because
of the need for continuity of access to effective drugs used to treat mental health conditions,
additional flexibility is necessary for VA providers ireating paticnts transitioning from active duty
and for aligning the two formularies. I request sufficient finding be aliocated to aitow for ndditional
off-formulary purchases where needed and to more closely align the DoD and VA formularies
related to drugs used to treat PTS in order to best serve veterans,

Long-Term Services and Supports - Long-Term Services and Supports {LTSS) can be required by
veterany regardless of cohort. However, as eorolfees continue to age, appropriate utilization of LTSS
through home and community-based services will help ensure that veterans are able to access care in
the most appropriate manner, continue to live in their communities for ag long as possible, and avoid
higher levels of care that would result in unnecessary spending. Becawse of limitations of Medicare
coverage of LTSS, declines in utilization of VA care that typically occur as the population ages into
Medicare covetage ate not expected to occor when it comes fo LTSS.

As demonstrated by the increase of $51.1 million for FY 2016 over the FY 2016 Advance
Appropriations Request, increased investment in non-institational settings is becoming more and
more iraportant. Aging and the changing demographics of the Priority 1a population in particular,
are expected fo be a significant driver of increased LTSS. Flexibility with allowing some increased
services through institutional carc will also help temporarily relieve caregivers who provide
important services to veterans. Further investmeriis in Hospice and Palliative Care options may alse
be necessary to ensure that veterans’ preferences for care determinations at the end of life are
respected. ] support the President’s budget requast in these areas but anticipate fuither investments
may be necessary.

Women Veterans - The President’s budget request for $446 million for gender-specific health care
recogntizes the need to consider the growing female veterans populations in modeling health care
trends within the VA health care system. However, the budget request does not consider the female
population to be & major driver of future costs, suggesting that there may nced to be additional
consideration of how female veterans fit into the overall provision of care, rather than just a sub-set
of gender-specific care. With over 10 percent of the entollee population expected to be female by
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FY 2023, it is essential that VA ensure that lower utifization of specific services, such as
cardiovascular services, indicates the actual needs of the population, rather than a lack of such
services being offered in an accessible way to that population,

While VHA hag established a mandatory training requirement on military sexual trauma
(MST) for all VHA mental health and primary care providers, ongoing trainings for providers and
specific services must be offered to veterans to make sure that VHA is treating all invisible wounds
of war, While VA’s understanding of how to treat ments! health conditions in women has evolved
aver the past few years, the treatment necessary as a result of MST must be scrutinized and
improved.

Furthermore, given women’s increased role in the military, it is critical to understand the
impaci exposurss may have on their reproductive health and the health of their future offspring, I
recommend adequate fimding be provided to invest in the future through well-placed investments in
VA’s Medical and Prosthetics Research program today.

To that end, I support the Independent Budget’s recommendation of specifically designating
an additional $90 million in funding for the wornen’s health care programs above the President’s
budget request for FY 2016,

Carepgivers - Public Law 111-163, the Caregivers and Veterans Omnibus Health Services Act of
2010 (Caregivers Act), was enacted to reduce the burden faced by family caregivers of post-9/11

veterans by providing them with 3 tax-free mouthly stipend, reimbursement for trave] expenses,

health insurance, mental health services and counseling, training and respite care. Since its inception,
the Caregivers Program has trained over 20,000 family caregivers eccording to data provided in the
President’s FY 2016 budget request.

The passage of the Caregivers Act served as an important step in ensuring the caregivers of
out newest generation of veterans received the resources necessary to provide the best possible care
for their loved one. However, by limiting eligibility to caregivers of post-3/11 veterans, the law
created an inequity. The tens of thousands of hardworking, dedicated caregivers who provide care to
veterans of elf other eras were lefl without access fo the program. VA’s congressionally mandated
report titled Expansion of Family Caregiver Assistance Report, submitted to the Veterans’ Affairs
Committee in September 2013, recognized that inequality. The report went on fo state, “VA
believes, apart from resource issues that are discussed below, such an expansion is opetationally
feasible.”

In order to meet the needs of post-9/11 caregivers, the President’s FY 2016 vevised budget
request secks $555 million for the Caregivers Program, which represents a $73 million increase fram
FY 2015. The FY 2016 estimated obligation is largely the result of an increase in the number of
nntioipated caregivets, showing high demand for the program. In FY 2014, VA approved 19,124
caregivers, Besed on analysis of recent data, VA believes it could see a3 many as 24,049 caregivers
in FY 2016. Not only should the Caregivers Program be supported to ensure that veterans and their
families experience a higher quality of life when & veteran is able to continue living at home, but it
should also be supported as part of long-tenm efforts o contain the cost of long-term care for
veterans. Tt is estimeted that the highest overall cost within the Cavegiver Program is under $30,000
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per year. The cost of caring for a veteran in a YA Community Living Center is $1022.31 per veteran
per day. This shows the potential for VA to support care for a veteran for an entire year at essentiafly
the cost of 2 one-month stay in a Community Living Center.

However, in order to ensure the ongoing success of the Program, it must be adequately
fimded. In September of 2014, the Gavernment Accountability Office (GAO) found that the greatsr
than expected demand for the program was leading to undesstaffing at the VA Medical Centers
(VAMCs) where individuals are responsible for administering the program on the local level. 52 of
the 140 VAMCs had ratios of CSC-to-approved caregiver ratio between 1:51 and 1:10. In 22
facilities, that ratio wes more than 1:100. The repott also highlighted YHAs current inebility to fully
understand that Caregiver Support Coordinators’ workload was the result of limitations of the
program’s current IT system. It recommended the Department seek a new system. In order to
administer the current program in Hght of the high demand and imperfect understanding of the case
foad for those administering the program, I am requesting an additional $70 million over the
President’s FY 2016 budget request to support the Caregivers Program.

C. Grants for State Extended Care Facllities. In the last several years, the weak economy, lower
than anfieipatcd fax revenues, and budget shortfalls kept many states from providing funding
necessary to qualify for Federnl Grants for State Extended Care Facilities, commonly referred to as
State Home construction grants. Under this program, VA provides 65 percent of project costs while
states are required to fimd the remaining 35 percent. These limitations forced states to defer neaded
investments in State Homes, causing many previously proposed construction projécts to be removed
from VA’s construction grants priority list. Increasingly, states have been making this fimding
available. Importantly, the total Federal share for priority group one projects — those affecting life,
safety and other urgent needs, and for which states have cextified the availebility of muatching
funding, has grown exponentielly to nearly $490 million in the last round of grant awards prioritized
in FY 2014, With only $90 millien provided for FY 2015 and only $80 million requested for this
program in the FY 2016 budget request, it is clear additional funding is needed to get through the
backlog of Priosity Group 1 projects. More and more of VA’s Vietnam Ere envollees are becoming
eligible for long-term cate and State Homes are an importsnt part of providing this care. Therefore, 1
recommend sufficient resources be provided to fully fund important projects through VA Grants for
State Extended Clare Facilities. Suffictent funding is necessary in order to move forward with design
and to begin construction on the extensive list of State Home construction projects.

D. Major and Minor Censtruction, Leasing and Non-Recarring Maints For the first
time in several years, the President’s budget requests an increase in construction funding. The
request is $1.5 billion for major and minor copstruction, along with $710 million for facility
maintenance, an increase of $260 million ovet the FY 2015 request, While this is a positive
develapment, the fact remains VA’s facilities are aging and facility vtilization continues to grow,
even as facility conditions continue to deteriorate. The Department stilf has a kst of over 4,000
projects it would like to complete over the next ten years, at & cost of $49 to $60 billion, including
the cost to aclivale new facilities.

Mﬁagemmt of major medical facility construction projects contioues to be a challenge for
VA, This issue has most recently been highlighied in the challenges VA has faced while building a
replacement VA Medical Center in Denver, Colorado. While not included in the President’s FY
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2016 budget request, VA has signaled funding for this iroubled project will run out before the
facility has been completed, thus the Department intends to reprogram funding from other projectsto
be spent, to complete this facility, with Congressional authorization. VA is still working with the
Army Corps of Engineers and the contractor to determine a final cost estimate for this project, but
the coniractor has publicly estimated construction costs will near $1.1 billion, instead of the $800
million that was previously authorized. This type of poor stewardship of taxpayer dollars is
unacceptable, and I am committed to conducting more tobust oversight on VA’s construction
planning, management, and contracting practices to ensure the Department delivers more projects on
time and within the planned project budget. '

_ Physical infrastructure plays 2 significantrole in VA’s ability to provide high quality care to
veterans. Undeistanding VA must do a better job at planning and managing construction projects, 1
request sufficient funding be provided in order to complete the replacement VAMC in Denver and
replenish funds borrowed from other ongaing VA canstruction projects.

E. Infotmation Technology. Information technology plays an integral role in VA’s transition into
an innovative, outcomes-driven, veteran-centric organization. Work remains to achieve this goal, and
information technology is an underpinning of each component of this initiative. VA’s many
information technology systems serve as the cornerstone of VA’s efforts to move ifs operations into
the 21¥ centry.

This budget seeks a $231 million increase over last year’s request for a FY 2016 request
of just over $4.1 billion. Included in this amount is §233 million for VistA Evolution as a core
system 1o support the integrated electronic health record initiative and for interoperebility efforts.
In a recent report on reforming the military health care system, the Center for New American
Security expressed concern that the Department of Defense (DoD), in its electronic health record
acquisition, may choose & replacement system that could limit performance, functionality, and
intevopetability with private sector health providers. In fact, recent notices from Dol indicate that
the contract field was narrowed down to a corupetitive range that now excludes the VistA-based
team submission. While I remain concerned ebout Dal}'s approach to health record modernization,
1 support the President’s budget request for VistA Evolution, as T am pleased o see VA
standardizing its decades-old electronic health record and pursuing agile development of a non-
proprietary, open-aichitected system. This will allow VistA to exchange data with Do) and the
private sector in order to ensure that clinicians have timely access to relevant data for quality clinical
encounters with veterans.

1 also support the President’s budget request of $180 million for information secutity. Ata
time when confidence in VA has wavered, jt is cxitical to remove all disincentives from seeking care
at VA, including concerns around the security of veteran data. While VA has improved over the
years, significant material weaknesses have been found in Federa! Information Security Management
Act (FISMA) Audits for the last 16 years. YA has instituted the Continuous Readiness in
Tnformation Security Program, or CRISP, to provide continuous monitoring of the information
security posture, including the remediation of vulnerabilities, updates to baseline configurations and
security standards and other netivities. VA recently publicized a report from a third-party review of
the security posture of its domain controllers. Third-party validation is an important nieans of
identifying ateas that need remediation, improving threat intelligence, and validating other reviews
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that have been done or are ongoing, 1 request sufficient funding be provided to allow VA to expand
the use of third-party information security operations reviews and close out material weaknesses
associated with FISMA compliance.

The importance of information technofogy cannot be understated as VA seeks to transform
ita delivery of care and benefits. Therefore, I will work to ensure that VA and its Agency partners are
fnrvesting in appropriate information technology solutions, as demonstrated by sound business cases
that fully consider the life-cycle costs of these investments. I recommend adequate funding be
provided to invest in the future through well-placed investments in VA's information technalogy
programs today. .

F. Vecational Rehabilitation. VA’s Vocationa] Rehabilitation and Employment (VR&E) Program
provides counseling and rehabilitative services to veierans who have a service-connected disability.
Overthe past six years, VR&E's lotal caselond has generally increased each year. In 2015 and 2016,
VBA expects VREE's workload will continue to increase with the growth in dissbility
compensation and pension claims. This year, VBA will begin developing a new case managermnent
system to modernize the VR&E program over & two year period, The new system will iransition
peaper-based processes to an online platform.

The VR&E program provides outreach and transition setvices to veterans during their
transition fram the military through the Vet Success on Campus (VSOC) initiative. n 2016, VBA,
estimates 80,000 veterans will be served through this important initiative. Another initiative to
improve the delivery of services is the new staffing model developed by YR&E. This staffing model
is scheduled to deploy in 2015, and it will project staffing needs and analyze a variety of caseload
scenarios to inform staffing decisions at both regional and national Jevels. The cumrent caseload
target of one VR&E commselor forevery 125 veterans is based on a study of vocational rehabilitation
programs and not on actual workloads, A report by GAO from January 2014 stated, “VA Vocaticnal
Rehabilitation and Employment; Further Performance and Workioed Management Improvements are
Needed,” confirmed this. In its investigation, GAQ found several VR&E offices reported heavy
workloads and noted VA’s formula for allocating staff throughout offices does not consider other
staff duties affecting a counselor’s wotldoad, such as education counseling. I support the President’s
request of $322 million for VR&E programs, which includes $9 million for the Vet Success on
Campus initiative, and recommend the budget resolution provide sufficient funding to meet the
needs of our veterans in a timely manner.

G. Transitioning Servicemembers ~ From 2014 to 2020, the Department of Veterans Affairs
anticipates that over 1 million servicernembers will join the 2.3 million veterans who have already
left the military since September 11, 2001, As has been the case with past generations of veterans,
making the transition from military to civilian life can be challenging for post-9/11 veteransas well,
The Transition Assistance Progmm (TAP), authorized by Congress in 1990, assists separating
servicemembers and their families in their transition to civilian life. Since it was created, TAP has
been the primary method of disseminating ctitical information to transitioning service members and
their families. Jo 2014, VA pravided over 48,000 benefits briefings and fraining sessions to
approximately 559, 000 servicemembers #nd their family members leaving the military.
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The VOW to Hire Heroes Act af 2011 mandated major revisions to the transition program.
An infer-agency Veterans’ Employment Initiative Task Force, co-lead by V.A and DoD, re-designed
the TAP curriculum and implemented major changes to the program, which is now called Transition
GPS (Goals, Plans, Success). In response to the recommendations of the task force and the
requirements of the Vow to Hire Heroes Act, VA now has a dedicated workforce that provides
benefits briefings and transition assistance to servicemembers and their families. Iam pleased that
VA and DoD led the inter-agency team that updated and revised the program to ensure that our
newest genetation of servicemembers and veterans are aware of avaitable benefits and services, [
will continue to evaluate the performance of these programs and the collaboration between DoD end
VA to ensure veterans across the nation are provided the opportunities they deserve.

H. Education Benefits. VA sirives to provide access to cducation benefits to servicemembers,
veterans, and their families. Several VA programs provide educational assistanee to veterans and, in
some cases, 1o the spouses and children of veterans. Que of these programs, the Post-9/11 GI Bill,
represents the largest expansion of educational support to servicemembers and veterans since Warld
War 11, With the drawdovm of our military’s active duty force, VA officials believe we have not yet
seen the largest influx of 9/1 1-era veterans into our classrooms, VA must be properly funded and
equipped to manage the increasing number of veterans taking advantage of their hard-earned
educational benefits.

Access fo Iiformation - VA works with stakeholders to ensure veterans are utilizing educational
benefits in a timely and accurate manner. VA, however, could improve its communication and
putreach to student veterans, potential student veterans, and educational institutions. Veterans must
have access to accurate pre-enroliment information and post-entollment consumer protections whan
wtilizing education benefits. In addition to assisting veterans in evaluating options for using
educational benefits, VA must also ensure veterans’ educational experiences are productive and are
meeting veterans’ learning expectations.

Executive Order 13607 directs VA and the Depertments of Defense and Education to develop
Principles of Excellence (POEs) for educational institutions recefving federal funds from educational
benefit programs. Comphance with the POEs indicates the institutions will provide meaningful
information on educational progras to veterans and their families to promote informed decisions
concerning cast and quality. Although compliance is voluntary, VA should encourage schools to
commit to the provisions in the POEs. VA has impl ted several requit ts of E.O. 13607,
notebly the release of the latest version of the Gl Bill Comparison Tool in February 2014 and its
update in November 2014. The GI Bill Comparison Tool aflows student veterans to compare
educational institutions by school performance, consumer protection, and federal financial aid
metrics. VA plans to release an updated verston of the Comparison Tool in carly 2015. I support the
President’s request of $207 million for the discretionary portion of VA’s education program and
recommend the budget resolution provide suflicient funding to meet the educational and vocational
goals of veterans, servicemembers, and eligible family members.

Metrics - VA must implement metrics to eveluate student veteran success in higher education and
develop quantifiable measures fo ensure our veterans are effectively applying their educational
benefits, Public Law 112-249, the Fmproving Transparercy of Education Opportunities for Velerans
Act of 2012, includes & provision to require a centralized mechanism for tracking and publishing
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feedback from students and State Approving Agencies regarding the quality of instruction, reciuiting
practices, and post-graduation employment places of institutions of higher learning. The feedback
received shouid be puhl.icized widely to policymakers and educational institutions,

There is also a distinct lack of information available on the education support reccived by
women veterans. VA should collect more information regarding women veterans’ use of educational
services provided by the Post-9/11 GI Bill to ensure this benefits program is meeting the needs of
our women veterans.

1. Compensation Claims System Transformation. VA remains focused on its goal of eliminating
the disability claims backlog by 2015 and of providing a quality decision (98 percent accuracy)
within 125 days of application for benefits. While VA has made significant progress in addressing
the claims backlog, I temain deeply concerned about the growing appellate workload, For example,
VA’s budget submission highlights a 41.6 percent reduction in the total inventory of elaims from 2
peak of 884,000 in July 2012 to 516,000 at the end of 2014. The backlog has been reduced from a
peak of 611,000 in March 2013 to 242,000 at the end of 2014, Further, VA’s acouracy measures
have continued to rise during this period. More recent Monday Morning Workload Report figures
point to continuing progress. As of February 14, 2015, the pending inventory of claims stoed at
500,374 and the backliog has been reduced to 235,700 or 46.4 pervent of the pending inventory.

At the same time that VA has made progiess in addressing the rafing claims workload, there
has been a growth in other work pending af the regional offices. For example, the appellate workload
pending at the regional offices has grown from 249,031 appeals on March 23, 2013 to 292,914 on
February 14, 2015. Similarly, award edjustments, such as adding a dependent to an award, have
increased significently. As of February 14, 2015, there were 259,038 compensation dependency
award adjustments pending, which is a growth of nearly 74,000 «djustments since Maveh 23, 2013.
These examples point fo the continued growth in work, not counted as part of the claims backlog,
which remains pending at the regional offices. ¥ A must have the resources necessary to address not
only rating claims but the entire compensation claims workload,

Staffiug - The President’s budget requests $2.7 billion for general aperating expenses (GOE) af the
‘Veterans Benefits Administration (VBA), which would support 21, 871 full-time equivalents (FTE).
This request is an jncrease of $166 million over the FY 2015 enacted amount, Included in this
request is $85 million to fund a total of 770 new FTE. This funding level would support 200 appeals
claims processors, 320 non-rating claims processors, 85 fiduciary field examiners and 165 support
personnel. With these additional employees, VA seeks to improve the appeals resolution time,
address the non-rating claim workload and conduct additional fiduciavy home visits,

“While VA continues to invest heavily in technology as a means of addressing the backlog,
there has been smple evidence that VA’s employees remain the cornerstone of the claims processing
system. For example, mandatory overtime has had a significant impact on VBA's increased
production. In each of the last four years, VA has relied heavily upon mandatory overtime ss & tool
to address the claims workload with each period taking a toll on VBA employees. In addition to
mandatory overtime, VBA has at times temporarily re-assigned regional office employees with
claims processing expetience, such as supervisors and quality management specialists, to work on
claims in order to account for early dismissals and closures due to weather. These temporary re-
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assignments, along with the impact of mandatory overtime, demonstrates VBA*sreliance on staffing
to address the backlog and calls into question whether VA's claims processing goals could be
reached or maintained without additional personnel. Further evidence warrants the feed for
increased personnel. The Independent Budget is again recommending additional personnel are
necessary for VA to appropriately handle its entire claims workload.

While I support the President’s request for additional personnel to address the claims
workload, I remain concerned about fhe adequacy of VBA’s staffing and production model. Lagree
with the authors of the Independent”Budget that VA must continue to refine its staffing and
production model in order to accutately forecast resource needs for the future. As transformation
efforts continue, the Administration must provide more detail on the iropact of transformation — the
changes to processes and technology —on personnel and resovrce requirsments. This includes more
detailed information on the model used to allocate personnel and rescurces to regional offices.
Further, VA must also measure not only the number of claims completed per FTE, but also the
mumber of issues completed per FTE. As claims continue to grow in complexity, VA must
understand the amount of time it takes to addreas issues of differing |evels of complexity and jssue
based measurement would allow greater insight into the personnel resources required to timely and
aceurately process compensation claims,

Isupport the President’s request and recornmend adequate fimding be provided Lo support the
staffing levels neceasary to produce more imely and accurate claims decisions. T will continue to
monitor YBA's staffing requivements, clairus preduction, and quality of decisions throughout FY
2015,

Transformation -V A’s transformation efforts revolve around improvements in the areas of people,
processes and technelogy. In addition to anumber of temporary initiatives designed to target specific
problem areas, VA is relying heavily on technology and specifically VBMS to transform the claims
process into a more efficient paperless, and ultimately an electronic, system. As transformation
continues throughout FY 2015, I will look to the Administration to provide greater detail on the
result of its transtormation efforts and more comprehensive data on the resource requitements
necessary for its continuzed support of these efforts to ensure VA’s compensation claims system
moves into the 21% Century.

VA's ability to sustain its transformation progress and alsa modernize the disability claims
system remains an area of concetn, For example, the improvement and modernization of VA’s
disability program remains on GAO’s list of high risk government programs. Despite (HAOQ’s most
recent indication that VA has made some progress in addressing program mademization, 1 believe
efforts to modermnize VA’s claims system, such as updating the schedule nsed to determine disability
compensation levels and implementation of a rewrite of the regulations goveming VA’s
compensation and pension programs, have not received the attention they deserve. VA's singular
focus has been on elimination of the claims backlog, at times nt the expense of program
modernization.

I would request support for VA's workforce by providing appropriate funding levels that

allow VA to continue transformation and to provide its employees with the appropriate training,
technology, and business process refonns necessary to produce more timely and accurate claims
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decisions, Further, T would request appropriate funding to allow VA to focus additional attention on
its disability compensation program madernization efforts,

J. Board of Veterans® Appeals, The Board of Veterans® Appeals (BVA}is responsible for making
final decisions on behalf of the Secretary for the thonsands of benefit claims prosented for appellate
review annually, BVA’s inventory has been growing in recent years. According to BVA”s Annual
Report for Fiscal Year 2013, the nurnber of appeals pending at the Board grew from 45,722 in FY
201010 60,365 in FY 2013. :

Aecording to VA’s budget submission in support of the FY 2016 request, historically, BVA
recsived on appeal 11 to 12 percent of all claims decided by VA. Given this historical trend, it is also
anficipated the mumber of appeals received by BV.A will continue to rise as a result of the increased
production of claims decisions by VA. VA’s own projections support this assumption. The
President’s FY 2016 budget request projecis appeals received by the Board will reach 81,640 in FY
2016 an increase of aver 25,000 from FY 2014 actual receipts.

BV A must take the necessary steps to address its pending inventory as well as the continued
growth in nppeals. While providing a separaie appropriation for BVA was a good first step in
providing grealer visibility and iransparency into the funding and staffing necessary to address the
appellate worlkload, I expect additional actions in the future. There is little information provided in
VA’s budget submission, beyond a projection for the mmber of appeals devided that details the
expected impact that additiomal FTE or ongoing process improvement efforts will have on the
appellate workload.

I'was pleased P.L. 113-235, the Consolldated and Further Continuing Appropriations Act of
2015 included & report requirement that VA refresh the Department of Veterans Affairs Strategic
Plan to Transform the Appeal Process. It is eritical BVA have & plen in place, including 4 staffing
mode! that comresponds with projected workload, to guide its efforts to address the appellate
workload, This updated steategic plan will be another importsnt step in ensuring that the Congress
has the necessary information to understand the interplay between additional staff and ongoing
inifiatives and how these efforts will impact productivity as BVA works to deliver timely and
accurate appellate decisions.

1 support the President’s request and recommend that the budget resolution provide sufficient
funding to reduce BVA’s pending inventery, decrease the average days to resolve an appeal, and
further improve the quality of decisions. T will continue to closely monitor BVA’s wotkload and
production, including the impact of the appeals modernization initiative on appeals decisions to
determine if additional staffing increases are warranted in the future.

K. Medical Follow-Up Agency. Sectior 603 of Public Law 108-183, the Veterans Benefits Act of
2003, required the Secretaries of Veterans Affairs and Defense to each provide the Medical Follow-
Up Agency (MFUA) of the Institute of Medicine $250,000 a yesr from 2004 through 2043 for
epidemiologicat research on members of the Armed Forces and veterans. Funding has heen used to
facilitate research on military and veterans' health, including the long-term health effects of
participation i project SHAD (shipboard hezard and defense),
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Military personnel and veterans contact MFUA for documentation gathered during rescarch
and studies that can be usefil for medical care or disability claims. Without this core funding
MFUA is limited in its ability to quickly respond to the health information needs of active duty
military and veteran populations, Further, lack of core funding inhibits MFUA's ability to quickly
respond to research requests. Therefore, I recommend $250,000 be provided to fulfill this shortfall.

L. National Cemetery Administration. The National Cemetery Administration (NCA) horors the
brave men and women whe have served in our armed forces. Today, the NCA maintains
approximately 3.4 million gravesites at 131 national cemeleries, one naticnal veterans’ burial
ground, and 33 soldiers® [ofs and monument sites in 40 states and the Commonwealth of Puerto
Rieo, In 2014, VA estimates that 566,000 veterans died in the 1.8, and Puerto Rico. In Fiscal Year
2014, 19 percent of deceased veterans were buried in a nations! or state veterans cemetery. VA
expeets this percentage to increase as new national and state veterans cemeteries open. By 2016,
approximately 92 petcent of veterans will have access to a burial option in a national, state, or tribal
veterans cemetery within 75 miles of their residence. The NCA’’s goal is to increase the percentage
of veterans to 96 percent To meet its goals, the NCA continues to expand and improve the national
cemetery system. The President’s FY 2016 budget request for NCA programs would fuad four major
construction projects, including an expansion of the Puerto Rico National Cemetery.

1 support the President’s request for NCA programs, inchuding $266 million for operations
and maintenance aad $156 million for major construction, and recommend the budget resolution
provide sufficient funding to mest the bucial and access needs of our veterans and eligible family

members.

Mandatory Account Spending

A. Cost-of-Living Adjusiment. 1 remain committed to protecting veterans’ and survivors® benefits
from any reductions based on the manner by which cost-of-living adjustments are calculated. To that
end, 1 recommend that the Budget Committee reject the adoption of the Chained Consumer Price
Index as a measure for use in cogt-of-living adjustment detenminations.

B. Service-Disabled Veterans Insurance. Irecommend sufficient funding be provided to update
the Service-Disabled Veterans Insurance program to base premiums rafes on the Commissioners
2001 Standard Ordinary Mortality Table instead of the 1941 Standard Ordinary Table of Mortality
sa that veterans would benefit from lower life insurance premiums,

C.Employment and Training. Althongh unemployment rates for veterans and nonveterans have
been improving, unemployment among our veterans is still a concern. The VOW 1o Hire Heroes Act
0f 2011 established a significent new program, the Veterans Retraining Assistance Program (VRAP),
requiring VA and the Department of Lahor to provide eligible veterans age 35-60 with up to one
year of retraining assistance for jobs in high-demand sectors. To date, more thar 76,000 veterans
have enrolled in a training program under VRAP. This program is making an impact on veterans®
unemployment, Legislation has been introduced in the House that would extend funding for specific
provisions in that law which expired on March 31, 2014, T recornmend future budgets include

funding for these important provisions.
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D. Other Mandatory Prograsms. [ remain concemed about the level of benefits paid to survivors,
which rernain at levels lower than other federal survivor bepefit progratmns.

Closing

T thank the Budget Committee for its attention to my views and estimates on the fiscal year
2016 budget and 2017 advance appropriations requests for the Department of Veterans Affairs and
mattess withio the jurisdiction of the Committee on Veterans® Affairs, Ilook forward to working
with you to continue to meet the needs of those who have served aur country.

Sincerely,
Richard Blumenthal
“ Rauoking Membex
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CTOMMITTEE ON VETERANS® AFFAIRS
WASHINGTON, DC 20510

February 27, 2015

The Honorable Michael Enzi
Chairman

The Honorable Bernard Sanders
Ranking Member

Committec on the Budget

624 Dirksen Senate Office Building
United States Senate

Washington, DC 20510

Dear Chairman Enzi and Ranking Member Sanders:

Pursuant to Section 301(d) of the Congressional Budget Act of 1974, it is my pleasure as
the Chairman of the Committee on Veterans' Affairs (hereinafter, “Committee™) to submit this
fetter to the Committee on the Budget on the fiscal year 2016 (hereinafier, “FY16”) budget and
the fiscal year 2017 (hereinafter, “FY17™) advance appropriations budget request for Function
700 (Veterans' Benefits and Services) programs.

GENERAL COMMENTS

The principal focus of my letter will be on certain components of Function 700 spending
- Department of Veterans Affairs (hereinafter, “VA™) programs. Because the Committee has not
received answers to all of our inquiries regarding the FY16 and FY17 advance appropriations
budget request and, therefore, not being able to properly analyze the request, I will limit my
comments to general observations and highlight areas that I believe merit focus by the Budget
Committee.

Last year was an historic year for VA, when the nation saw long suspected problems with
veterans receiving timely access to care, poorly managed facilities, and an entrenched
bureaucracy that realized little consequences for their mismanagement and misconduct. During
the spring and summer of 2014, the Committee held several hearings titled “The State of VA
Health Care” designed to produce a better understanding of the problems and identify a path
forward. Last summer, through the Veterans Access, Choice, and Accountability Act
(hereinafter, “the Choice Act™), Congress provided an historic increase in funding of $15 billion
to provide some long-term solutions to the problems. Specifically, the Choice Act provided $5
billion to increase access and improve VA'’s aging infrastructure and $10 billion for the Veterans
Choice Program. The Veterans Choice Program, for the first time, puts veterans in control of
where they receive their care, with the option to still receive all of their care within VA. Those
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veterans who live too far from a VA facility or are waiting more than 30 days for an appointment
at VA, can now choose 1o receive their care from a non-VA provider.

However, according to VA, very little of the $5 billion for access and infrastructure
improvements or the $10 billion provided for the Veterans Choice Program has been spent.
Additionally, the Choice Act requires an independent assessment of the Veterans Health
Administration (hereinafter, “VHA™), as well as 2 Commission on Care to provide necessary
recommended changes to improve VHA. Because of this, it is difficult to know the full impact
the Choice Act will have on VA’s budget for FY (6 and beyond.

The Veterans Choice Program is not the only program lacking detailed information in the
budget request. Throughout the Administration’s request for VA, there is a lack of information
on total funding required for certain projects or initiatives, specific outcomes that would be
achieved, and timelines or milestones for achieving those outcomes. For example, there is no
information on the total cost of the Secretary’s My VA initiative or the additional funding needed
fo complete the Denver VA medical center.

Because of those and other factors, the budget received from VA requires a great deal
more scrutiny than the Committee is able to perform in the time allotted to us and with the
information received to date from the Administration. The Committee sees great uncertainty
surrounding not only the Veterans Choice Program but also the Secretary’s MyVA initiative,
VA’s construction programs, and the disability claims backlog,

DEPARTMENT OF VETERANS AFFAIRS
The Veterans Chojce Program

As noted above, 2014 was a momentous year for VA with the unfolding access to care
scandal and the mismanagement that was uncovered ar facilities hiding from VA leadership,
Congress, and the nation the number of veterans waiting for care. The creation of the Veterans
Choice Program provides VA with an historic epportunity to improve how VHA delivers care,
particularly the carc provided from non-VA providers. This program, for the first time, puts
veterans in charge of how and where they receive their care. No longer should they be told they
must wait 31, 61, or more days or drive long distances to see a VA provider. For some veterans
that live too far from a VA facility or must wait more than 30 days to sce a VA provider, the
Veterans Chojce Program gives the veteran the authority to seek outside care.

The Veterans Choice Program is not only a positive change in how VIIA delivers care
but 2 very new program, which is why the Coromittee was surprised that the FY16 budget
indicated the Administration would be sending Congress proposed legislation 1o reallocate an
unknown amount of funding from the Veterans Choice Program to other purposes at VA.
According to VA, veterans prefer to receive their care in the VA system, yet there is no data to
support this claim. I find it is premature to declare a certain amount of funds will not be utilized
when a program is only four months old. At this time, I do ot support moving any funding out
of the Veterans Choice Program.
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Instead, I believe the program needs greater scrutiny, Because the Commitiee has heard
from monerous veterans with problems surrounding the Vaterans Choice Program, I now
question the training provided not only te VA providers but, more importantly, to VA
schedulers. 1 believe it will likely be through the schedulers that a majority of veterans will
request an appointment with a non-VA provider. However, | hear about problems with some
schedulers not being aware of the program or telling veterans it has not been “rolled out in this
area yet,” or providing erroneous information on how to receive care from a provider of their
choice.

Because VA has several methods to provide velerans with care in the community, VHA
has created a priority system for referring patients to non-VA care. However, the Commiittee has
also heard of confusion between the contractors administering the Veterans Choice Pragram and
VA as to where the Veterans Choice Program falls within the hicrarchy of VA’s many non-VA
care programs. The contractors were told that the Veterans Choice Program falls at or near the
top; however, some individual VA medical centers believe it is at the bottam of the hierarchy. |
believe the faw is clear that the Veterans Choice Program is above other non-V A care program.

Because of these concerns with how the Veterans Choice Program has been
implemented, the Committee believes the better course of action is to fix the problems to ensure
the program will be successful, not ensure the program’s failure by moving funds to other
purposes and thereby underfunding it.

MyYA

The Secretary has vowed to change the culture at VA and has developed the initiative,
MyVA, to create a veteran-centric organization. While I appland and support the Secretary’s
challenge to change the cullure at VA, T am concerned with a couple of aspects of this initiative.
First, there is very litile information in the budget request or in responses to questions from the
Committee on the total amount needed to accomplish his goals and what outcomes weuld be
achieved with those funds.

Second, within the Medical Support and Compliance account, the Administration
requests 5,006 new full-time equivalent emplovees (hereinafter, “FTE”) and $283.7 million 10
support and fulfill the Secretary’s vision of becoming a more Veteran-centric organization.” It is
unclear whether VA performed any analysis to determine if new employees are needed or if the
functions of these new FTE could be performed as ancillary duties by current employees. Iam
concerned that, should this budget request be approved, we would be simply adding more
bureaucracy to an already heavily bureaucratic agency.

As I noted earlicr, § support his initiative to change VA’s caiture, which is why the
leadership of the Senate and House Velerans® Affairs Committees have visited VA central office
and held a town ball with the employees. In addition, we plan to visit the Phoenix VA medical
center (the beliwether of the access scandal). It is my intention that a trip to Phoenix will be the
first in a series of visits by the Committee to VA facilities. T believe a cultural change is



265

Chairman Enzi and Ranking Member Sanders
February 27, 2015
Page | 4

desperately needed at VA; however, with the little information the Comumittee has received on
MyVA, 1 am not canvinced that thousands of new TTE is the proper way 1o accomplish this goal.

Construction

The FY16 Strategic Capital Investment Planning process identified up to $60 billion in
needed capital infrastructure and activation costs over the next decade. While the FY16 budget
request is an improvement from past requests, cost overruns and schedule delays on current
construction projects highlight serious flaws within VA’s construction program.

Costs have substantially increased and schedules were delayed for VA’s largest medical
facility construction projects, located in Denver, Colorado; Las Vegas, Nevada; New Orleans,
Louisiana; and Orlando, Florida. As of January 2015, in comparison with initial estimates, the
cost increases for these projects ranged from 66 percent to 144 percent and delays ranged from
14 to 86 months.

The FY16 budget request has TBD or “to be determined” listed for the total estimated
cost of the Denver VA Medical Center. Over $800 million has already been allocated to the
project and it is only half complete. VA expects to request authorization for an additional $300
million for the interim contract and an undetermined amount for final completion of the project.
With cost overruns of at least $300 million for this one project alone, it is clear Congress should
be vigilant with our oversight duties to ensure that VA spends the limited amount of construction
funding responsibly and implements policies and procedures to prevent waste from occurring in
fature construction projects.

Claims Processing

For TY16, the budget includes a request for $85 million to support an additional 770 FTE
for the Vetcrans Benefits Administration (hereinafter, “VBA™), including 200 appeals processors
and 320 non-rating processors. Based on current information available to the Committee, it is
unclear whether these staffing increases are warranted.

To begin with, it is not clear to what exient VBA lacks the capacity 1o address its non-
rating and appeals workload or, alternatively, to what extent offices have not been providing
sufficient focus on that work. For example, the VA Inspector General released nimerous reports
during 2014 finding that regional office employees bad been delaying certain non-rating work
because their highest priority was to reduce the backlog of disability rating claims.” Further,
even assuming that additional staffing may be required, there is no information that would allow
the Commititee to conclude that this represents an appropriate staffing level. In that regard, the
budget request does not outline the size of the workforce now dedicated to non-rating work and
appeals, the productivity per employee currently being achieved, or the individual productivity
that could be expected if this budget is approved.

! See, e.g., VA Qifice of Inspector General Inspection of YA Regiona! Office Sesttle, Washington, Report No, 14-01502-258
{Sept. 24, 2014},
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More generally, funding already has been provided to allow compensation and pension
staffing to ncarly double since 2005 and Congress has funded a number of initiatives that were
meant to improve the overall productivity of the claims processing workforce. That includes the
Veterans Benefits Management System; eBenefits; the Stakeholder Enterprise Portal; and
Disability Benefits Questionnaires. I[n addition, the number of claims being filed that are fully-
developed has increased from less than 5 percent a few years ago to nearly 30 percent in 2014,
which should in part reduce the burden oo claims processing staff. VBA also has supplemented
its workforce by using contractors to obtain certain evidence needed to adjudicate claims.

Although total production of rating claims has incrcased, the overall increase is less than
what VA had projected” and individual productivity has not yet reached expected levels’. Also,
to achieve increased levels of total production, VA has relied heavily on overtime, which may
mask other initiatives that are not having the expected impact on productivity. To gauge the
efficacy of this staffing request, additional information is required to allow us to assess if and
when those on-going initiatives will improve VBA’s capacity to handle its overall workload and,
more broadly, to ensure that this large infusion of resources into transforming the claims process
will produce a commensurate return on investment.

In the coming months, the Committee will endeavor to find answers these qucstions and
provide a more definitive evaluation of this portion of the budget request.

CONCLUDING COMMENTS

Thank you for your consideration of my views on the programs and services for our
nation’s veterans. VA has numerous challenges which VA leadership must address. 1 look
forward to working with the Committee on the Budget and all of our colleagues 10 help improve
and modemize the system of benefits and scrvices for veterans, their families, and their
survivors.

Sincerely,

£ JohnnyIsakson
Chairman

2 vA’s 2013 Strategic Plan to Elimi the Comp: ion Claims Backlog proj d VA would 1.9 miltion claims
during fiscal year 2015; VA’s FY16 budget request projects 1.4 million claims will be completed in flscal year 2025.

*in response to questions about its fiscal year 2012 budget, VA indicated that "productivity due to the impact of the overall
transformation plan . . . will rise from 89 annual claims per [compensation and pension) direct labor FTE in 2012 to 129 in
2015.” VA's FY16 budget request reflects 93 claims per employee will be completed in fiscal year 2015,
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Opening Statement by Ranking Member Bernie Sanders
Budget Committee Markup of Senate Republican Budget Resolution
March 18, 2015

“Mr. Chairman, thank you for holding this hearing and we look forward to the mark-up
tomorrow. Also, thank you for releasing the budget a little bit earlier than it is often
released. We’ve had a few hours to examine it.

“As we all know, the federal budget that we are working on is not an appropriations bill. It does
not provide explicit funding for this or that agency or program. What it does do is lay the
foundation for that process, and tells the Appropriations Committee, through the 302(A)
allocations, the total amount of money they have to spend. In other words, this budget is more
than just a very long list of numbers. The federal budget is about our national priorities and our
values. It is about who we are as a nation and what we stand for. It’s about how we assess the
problems facing our country and how we resolve them.

“That is what our committee is undertaking, and it is a very, very serious responsibility.

“Let’s be clear: no family, no business, no local or state government can responsibly write a
budget without first understanding the problems and challenges that it faces. And that is even
more true when we deal with a federal budget of some $4 trillion doliars.

“As | examine the budget brought forth by the Republicans in the House and here in the Senate,
this is how I see their analysis of the problems facing our country.

“At a time of massive wealth and income inequality, the Republicans apparently believe that the
richest people in America need to be made even richer. It is apparently not good enough that 99
percent of all new income today is going to the top 1 percent. That’s apparently not enough. It
is not good enough that the top one-tenth of one percent today own almost as much wealth as the
bottom 90 percent. Clearly, in Republican eyes, the wealthy and the powerful need more

help. Not only should they not be asked to pay more in taxes, the Republicans believe that we
should cut tax rates for millionaires and billionaires.

“It is not good enough that corporate America is enjoying record breaking profits, and that the
CEQs of large corporations earn some 290 times more than what their average employees make.

“It is apparently not good enough that since 1985 the top one-tenth of 1 percent has seen a more
then $8 trillion increase in its wealth than what they would have had if wealth inequality had
stayed at the same level that it was in 1985. An $8 trillion increase in the wealth of the top one-
tenth of 1 percent! Apparently, that is not enough.



269

“Meanwhile, as | understand the Republican view of our country, as manifested in the House and
Senate budgets, it appears that millions of middle class and working families, people who are
working longer hours for lower wages, people who have seen significant declines in their
standard of living over the last 40 years, these people apparently do not need our help, rather
they need to see a major reduction in federal programs that help make their lives, and the lives of
their kids, a little bit better.

“At a time when we have over 45 million Americans living in poverty — more than almost any
time in the modern history of this country, my Republican colleagues think we should increase
that number by cutting the Earned Income Tax Credit, affordable housing, and Medicaid. Ata
time when almost 20 percent of our children live in poverty, by far the highest childhood poverty
rate of any major country on earth, my Republican colleagues think that maybe we should raise
the childhood poverty rate a bit higher by cutting childcare, Head Start, the Child Tax Credit and
nutrition assistance for hungry kids,

“To summarize: the rich get much richer, and the Republicans think they need more help. The
middie class and working families of this country become poorer, and the Republicans think we
need to cut programs they desperately need. Frankly, those may be the priorities of some of my
Republican colleagues in this room, but I do not believe that these are the priorities of the
American people.

“Mr. Chairman, today, the United States remains the only industrialized nation on earth that does
not guarantec health care to all of its people. We have about 40 million Americans who lack
health insurance, and millions more who are under-insured. Well, apparently that is not good
enough for my Republican colleagues in their budget. They want to abolish the Affordable Care
Act and take away the health insurance that 16 million Americans have gained through that
program. In other words, instead of having 40 million people uninsured, we would have 56
million people uninsured.

“And, if you include the massive cuts in Medicaid that the Republican budget includes, even
millions more Americans would lose their health eoverage. Further, when you make massive
cuts in Medicaid, you also cut the nursing home care for seniors, perhaps the most vulnerable
and helpless people in our country.

“T’ve talked a little bit about the devastating impact that the House and Senate Republican
budgets would have on the American people, but equally important is what these budgets do not
do -- the serious problems that they do not address. Poll after poll tells us that the issue that the
American people are most concerned about deals with jobs, wages and the economy — and for
good reasons.

“Despite a significant improvement in the economy over the last six years, since President
Obama has been in office, real unemployment today is not 5.5 percent, it is 11 percent. Youth
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unemployment is over |7 percent and African-American youth unemployment is much higher
than that. What the “American people want, and what the Republican budget ignores, is the need
to create millions of decent paying jobs. And the fastest way to do that is to rebuild our
crumbling infrastructure: our roads, bridges, water systems, wastewater plants, airports, dams,
levees, and broadband. According to the American Society of Civil Engineers, we need to invest
over $3 trillion by the year 2020 just to get our nation’s infrastructure in good repair. And when
we make a significant investment in infrastructure, we create mitlions of decent-paying jobs —
which is exactly what we should be doing, which the Republicans ignore.

“At a time when millions of Amecricans arc working for starvation wages and when the federal
minimum wage is an abysmal $7.25 an hour, we need a budget that substantially increases wages
for low-income and middle-income workers. We also need pay equity in this country so that
women do not make 78 cents on the dollar compared to what a man makes for doing the same
work. Further, we need to address the overtime scandal in this country in which many of our
people are working 50 or 60 hours a week but fail to get time and a half for their

efforts. Unfortunately, once again, the Republican budget refuses to address this issue of
€normous conseguence.

“I can tell you that in Vermont, and I suspect every state in this country, young people and their
families are enormously frustrated by the high cost of college education and the horrendously
oppressive student debt that many of them leave school with. In fact, student debt today, at $1.2
trillion is the second largest category of debt in this country — more than credit card and auto loan
debt.

“Does the Republican budget do anything to lower interest rates on student debt. In fact, their
budget would make a bad situation even worsc.

“Does the Republican budget support President Obama’s initiative to make two years of
community college frec or any other initiative to make college affordable? Sadly, it does
not. But what it does do is cut $90 billion in Pell Grants over a 10-year period.

“Mr. Chairman, my Republican colleagues are concerned about the deficit, which by the way,
has been reduced by more than two-thirds in the last six years. And, we’re also concerned about
the deficit. My Republican colleagues are concerned about an $18 triltion national debt which
has skyrocketed in recent years largely because of the wars in Iraq and Afghanistan that were not
paid for, an insurance written Medicare Part D prescription drug program, not paid for. And
huge tax breaks for the rich and large corporations, not offset.

“The high national debt is an issue that we are also concerned about. But where we disagree is
how you address the deficit and the debt. And, we feel strongly that from a moral perspective
and an economic perspective, you do not balance the budget on the backs of the elderly, the
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children, the sick and the poor - the most vulnerable people in our society — and ask nothing
from the wealthy and large, profitable corporations.

“Today, major corporation after major corporation pays, in a given year, zero, pays nothing in
federal income taxes. Profitable corporations like General Electric, Verizon, and Boeing, have
not only paid nothing in federal income taxes, they actually got rebates from the IRS.

“According to a recent report from the Congressional Research Service, each and every year,
profitable corporations are avoiding about $100 billion in taxes by stashing their profits in the
Cayman Islands and other offshore tax havens.

“In 1952, corporations contributed about 32 percent of all federal revenue. Today, they
contribute about 11 percent.

“In terms of individual tax rates, we have a situation where hedge fund managers on Wall Street,
who make hundreds of millions of dollars a year, pay an effective tax rate lower than a truck
driver or a nurse. How can my Republican colleagues bring forth a budget and not ask for the
end of this absurd tax unfairness, that does not ask for at least some sacrifice on behalf of the rich
and multi-national corporations.

“The last point that I want to make is that I believe that the best thing we can do in a budget is to
move to a full employment economy with jobs that are paying workers a living wage. When we
do that, by investing in infrastructure, by investing in education, by investing in research and
development, we not only improve the lives of our people, but we also lower our deficits and
lower our national debt.

“When people are working at decent-wage jobs they are paying taxes. And, when people are
paying taxes we reduce the deficit and the national debt.”
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ROBIN HOOD IN REVERSE: HOW THE REPUBLICAN BUDGET PLAN
IS A GIFT TO THE BILLIONAIRE CLASS AND WILL HURT
THE MIDDLE CLASS, SENIORS, AND THE ENVIRONMENT

Earlier this week, Senate Republicans laid bare the kind of future they want for America: more
tax breaks and corporate welfare for millionaires, billionaires, and large corporations who are
already doing phenomenally well —~ and more pain and suffering for the middle class, working
families, and the most vulnerable.

The Senate Republicans’ Fiscal Year 2016 budget plan unveiled Wednesday by Budget
Committee Chairman Mike Enzi exemplifies the Robin Hood principle in reverse: Quite simply,
it would transfer wealth from the middle class and the poor and give to the rich. It would make
savage cuts to important federal investments and shred essential safety net programs while
providing enormous tax breaks for our nation’s wealthiest individuals and largest corporations.

The Republican budget would cut non-war, non-defense programs by $4.8 trillion — and all
federal funding by $5.8 trillion' — over the next decade while not raising even one dime in
revenue from the wealthiest among us. This is in addition to the more than $4.5 trillion in deficit
reduction we’ve legislated over the 2016-25 budget window since 2010, and it continues the
trend of reducing the deficit disproportionately through spending cuts — since 2010, we’ve seen
more than $4 in spending cuts for every $1 in new revenue. The Republican budget would
bring that ratio to more than $11 in spending cuts for every $1I in new revenue. Worse still,
roughly two-thirds of the Republican budget’s cuts to non-defense programs would come from
programs that support families and individuals struggling to make ends meet.

By contrast, the Budget Committee’s Democrats and Independents are committed to principles
and goals that work for the American people:

1. Creating millions of American jobs and increase wages

2. Protecting Social Security and Medicare from benefit cuts;
3. Making higher education more affordable; and

4, Ensuring the tax code is fair for middle-class families.

At a time of greater income and wealth inequality than at any point since the eve of the Great
Depression, the Republican budget would cut programs that children, seniors, the sick, the low-
income, and working families desperately rely upon.

Many of the Republicans’ cuts are left intentionally vague — clearly because they do not want to
be associated with a budget that eviscerates programs that define who we are as a nation. In fact,
some of the Budget Committee’s Republican members have told reporters in recent days that
they want their plan 1o be deliberately vague, allowing them to avoid the criticism that was
leveled on the Ryan budget when it was released last Congress. These members don’t want to
own a budget that proposes tax reform that would dramatically shift wealth from the middle class

! Compared to the Senate Budget Committee minority’s adjusted baseline - excluding the Republican budget’s
claim about macroeconomic effects.
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to the ultra-rich. And they don’t want to be forced to defend a budget that strips health insurance
from tens of millions of Americans, putting working families one illness away from financial
collapse.

However, it is clear the Republican budget would do all that and more. The Republican budget
released this week would:

e Eliminate health insurance for tens of millions of Americans;

» Transfer wealth from hard-working working- and middle-class taxpayers to millionaires
and billionaires;

* Prevent millions of jobs from being created by ignoring needed public investment in
physical infrastructure and in education;

* Eviscerate the social safety net;

* Maintain the mindless sequestration spending cuts; and

» Halt our nation’s progress in transitioning to a 21* century energy economy that protects
the short- and long-term welfare of our families.

Republicans must take ownership of a budget that claims to achieve balance, but does so
regardless of the very real costs to mitlions of Americans. It is a budget that promotes austerity
rather than prosperity — a budget whose burden falls on the backs of working families in order to
further reward the wealthiest individuals and largest corporations.

In order to claim that their budget will be balanced in 10 years, Republicans are using budget
gimmicks such as:

¢ Using the Overseas Contingency Operations fund, which falls outside of the budget caps
to significantly increase defcnse spending;

» Masking the true consequences of their policies under the guise of “unallocated” cuts and
“government-wide” savings;

« Only achieving their goal of “balance” by using made-up “dynamic” numbers; and

» Dismantling health care reform, but keeping the savings and revenues that support it.

The Republicans took control of the Senate in January claiming a desire to govern. This budget
document shows the American people just how the Republicans plan to do that — through
draconian cuts to some of America’s most important and essential programs, massive transfers of
wealth up the income spectrum, and more benefits to their campaign donors.

Since January, we have promised the American people we would expose what the Republican
budget would actually mean for their daily lives. We intend to offer a clear alternative to this -
plan with amendments that demonstrate who is truly standing up for the middle class, for job
creation, and for a better tomorrow.
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The Republican Budget Kicks Tens of Millions of Americans off of their Health Insurance

Republicans must not be allowed to reverse the progress we’ve made in ensuring more
Americans have the ability to purchase health insurance while also slowing down the rate of
health care cost growth. The Republican budget claims savings in health care spending but does
so by stripping health insurance from tens of millions of Americans and shifting costs to cash-
strapped states and individuals. Specifically, the Republican budget would:

e Strip health insurance from more than 27 million Americans by 2025 who would
otherwise be insured because of the Affordable Care Act, which the Republican budget
repeals.

s Take from states their rights to expand health care access to lower-income residents
through Medicaid, kicking 11 million people off their insurance and preventing
millions more from enrolling.

e Renege on federal commitments to Medicaid by removing over $1.2 trillion in funding
and leaving states to decide between cutting benefits and raising taxes. Similar
Republican proposals in the past took away health insurance from up to 20.3 million
people by 2022,

e Fail to prevent a 70 percent funding cut to community health centers that provide care
for more than 23 million patients including more than 7 million children and 250,000
identified veterans throughout the nation.

s Fails to fund the National Health Service Corps, which is responsible for bringing doctors
and dentists to underserved communities in urban and rural areas.

e Strip a combined total of more than 40 million from access to their health insurance —~
and raise premiums for millions more.

» Strike the ability of young adults — a group that currently cxperiences an unemployment
rate well over 10 percent — to get health insurance through their parents. 2.3 million
voung Ameticans have already taken advantage of this feature of the ACA.

e Reap the benefits $700 billion in Medicare savings — and §1 trillion in revenue from the
ACA’s tax increases to pay for the law’s benefits — in order to bring their budget into
balance, even as they eliminate all of the ACA’s benefits like free preventive care and
protections for individuals with pre-existing conditions.

The Republican Budget Refuses to Address the Unfairness in our Tax Code

In a time of great wealth and income disparity, we must make our tax code more progressive and
ensure the wealthiest individuals and corporations among us pay their fair share.

The Senate budget offers no solutions other than a vaguely-worded reserve fund for tax reform
that offers no information about what tax rates would be imposed, what tax loopholes would be
closed, or any problems that would be solved.



275

It is unacceptable to most Americans that:

Hedge fund managers making millions a year pay an effective tax rate lower than that
of teachers, firefighters, and nurses. This happens because certain investment is taxed
at Jower rates than the wages and salaries that most of us earn, and the Congressional
Budget Office estimates that two-thirds of the benefits of this break go to the richest one
percent of households. Unfortunately, the Senate GOP budget does nothing to address
this problem.

Huge and profitable corporations {ike General Electric, Verizon, Bank of America, and
Citigroup have in recent years paid no federal income taxes. Americans corporations
avoid $100 billion cach year by claiming their profits are made by shell companies in the
Cayman Islands, Bermuda, and other offshore tax havens. Unfortunately, the Republican
budget does nothing to solve these problems.

Despite Republicans’ rhetoric about favoring low tax burdens for America’s families,
their budget allows expansions of the Earned Income Tax Credit (EITC) and Child Tax
Credit to expire after 2017. This would result in a tax hike for 13 million working
families with nearly 25 million children.

The Republican budget does nothing to solve any of these problems that result in a fundamental
unfaimess in our tax code. Worse still, the Republican budget is completely silent about which ~
if any — deductions, exemptions, or loopholes it would close. Despite Republicans’ supposed
seriousness in reducing the deficit, they remain committed to refusing to raise one dime in
new revenue, increasing tax giveaways to the wealthiest individuals and largest corporations.

The Republican Budget Gives Unwarranted Gifts to Big Corporations

The Republican budget also calls for a gutting of our financial regulatory system, and would
allow the largest banks and financial institutions to once again put our entire economy at risk.
Specifically, the Republican budget would:

e Put the American people at risk of another financial meltdown by deregulating Wall

Street. Specifically, the bill would likely require the elimination of Title IT of Dodd-
Frank, which is the provision authorizing regulators to wind down large financial
institutions without costs to taxpayers.

Put Americans at risk for predatory mortgage lenders, debt collectors, payday lenders,
and credit card scams by paving the way to weaken the Consumer Financial Protection
Bureau.

Reduce our ability to regulate Wall Street by — in all likelihood — not meeting the
President’s request for the Commodities Futures Trading Commission. This is the
regulator tasked with overseeing the $700 trillion derivatives marketplace.



276

The Republican Budget Slashes Investments in Qur Future

While we have made some progress in reducing unemployment, if we count people who are
underemployed or discouraged from looking for work, the real unemployment rate remains at a
stubbornly high 11 percent.

We still need to create millions of decent paying jobs, and the fastest way to do that is to rebuild
our crumbling infrastructure — roads, bridges, dams, levees, water systems, waste water plants,
airports, and rail systems.

While Republicans are committed to doubling down on the failed policy of austerity — a policy
for which the IMF has apologized for advocating — they simply ignore the necessity for our
country to plan for tomorrow by making necessary public investments.

The Congressional Budget Office has concluded that public investment for non-defense
purposes “contributes to the economy on an ongoing basis by improving the private
sector's ability to invent, produce, and distribute goods and services.”

CBO lists three categories of public investment: physical capital, research and
development, and education and training.

Nearly all such investment takes place through discretionary spending. However,
investment has gradually declined as a proportion of discretionary spending, and
discretionary spending as a whole has fallen as a share of total federal spending.
Increasing funding for public investment is a win-win — creating jobs today and
making critical improvements to the nation’s infrastructure and workforce.

And while the Republican budget drastically underfunds physical infrastructure today, it also
makes thoughtless cuts to the workforce of tomorrow. These include:

A 31 percent cut in total Pell Grant funding ~ In the 2014-15 school year, ncarly 8
million Amerieans depend on Pell Grants to help with the cost of attending college.
Cuts to Head Start which would eliminate 110,000 children from the program over
10 years. The Head Start program has an oft-cited benefit-cost ratio of 7-to-1 — every $1
invested in the program yields the economy $7 in return; under its eligibility
requirements, at least 90 percent of the children who are enrolled in each Head Start
program must be from low-income families. The Republican budget, combined with
sequestration cuts, would result in up to 620,000 children being cut from Head Start over
10 years.

Switching to Fair Value accounting (i.e. added-cost accounting) which would make
student loans appear vastly more expensive to the federal government than they are —
$223 billion more expensive from this year through 2024. The Republican budget uses
this change as an excuse to dramatically increase colicue costs by more than 15 pereent
for struggling students and reduce the availability of loans students rely on to finance
their degree.




277

The Republican Budget Ignores Struggling Families and the Elderly

In the midst of the obscene level of wealth and income inequality that we are experiencing, the
United States has by far the highest rate of childhood poverty of every major country on earth,
Close to 20 pereent of our children live in poverty and about 1 out of 4 kids live with food
insecurity, There are schools throughout America where the one good meal a child receives is
through the federal school lunch program. As a result of our high poverty, over hali of our public
schoo! students today qualify for the school lunch program.

In cutting non-defense discretionary funding by more than $37 billion below what President
Obama called for, the Republican budget would simply gut federal support programs for low-
income households. Budget Committee staff worked to distribute the portions of Republicans’
proposed cuts that were unspecified and compared these draconian cuts with our adjusted
baseline.? The Republicans’ proposed cuts to programs that support the most vulnerable include:

e A 15 percent cut in the following programs:

o Public Housing

o Housing for Persons with Disabilities

o Special Supplemental Nutrition Program for Women, Infants and Children (WIC)
— in an average year, these cuts that would leave 1.2 million people out of the
program entirely.

o Commeodity Assistance Program

o Low Income Home Energy Assistance Program (LIHEAP) — In 2008, the
average LIHEAP benefit was 5293 a ycar. Just 16 percent of households eligible
for the Heating and Winter Crisis Assistance portion of benefits — which are, in
many states, awarded on a first-come, first-serve basis — received assistance,

»  Under the Republican budget, in an average year, nearly 900,000 families
will be kicked off LIHEAP, benefits would be cut 12 percent, or some
combination of the two. That’s beyond the already annual 420,000
families kicked off the program — or a 5 percent benefit cut — due to
sequestration cuts.

o Project- and Tenant-Based Rental Assistance — Housing Choice Vouchers heip 2
million low-income famities rent units on the private market, and keep I million
Americans out of poverty. In an average year under the Republican budget, nearly
half a million families would be kicked off of the Section 8 program — and out of
their homes. That’s beyond the over 200,000 families effectively evicted because
of sequestration.

¢ A 33 percent cut in the Weatherization Assistance Program (WAP).
e Anenormous cut — up to $660 billion over 10 years — on programs that support low-

income individuals and families. While these cuts explicitly include reductions to the
Supplemental Nutrition Assistance Program (SNAP, formerly Food Stamps) and child

2 The SBC 2015 baseline adjusts the March 2015 CBO baseline to assume: 1) the middle-ciass refundable tax credits
are extended; 2) the troop level for overseas combat declines to 30,000 by 2017; 3) Medicare physician payment
levels are frozen ("doc fix"); and 4) emergency funding for Ebola is not appropriated in future years.
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nutrition programs, the Republican budget hides their potentially drastic policy
changes by providing no details on how these cuts would be achieved.

o In2011, according to the USDA, 83 percent of households receiving SNAP
benefits lived in poverty; 39 percent had zero nct monthly income; and 83
percent of benefits went to households that included a child, an elderly person, or

_a disabled person.

o SNAP benefits, at just $1.42 per meal, are hardly lavish.

o In general, block-granting safety net programs is a surefire way to squeeze their
budgets.

The Republican Budget Unlcashes More Painful Austerity on the Middle Class

This is no time to return to the failed trickle-down economics of the past that led to the worst
fiscal contraction in our lifetimes. One reason (or 2014’s good economic performance — 2014
was the best year for job growth since the 1990s — was that replacing most of the sequestration
cuts enabled government spending cuts to stop drageing on growth as much as they did in 2013.
However, the Republican budget shows their party’s continued commitment to the budget
austerity known as “sequestration.”

For Repubticans, allowing the sequestration cuts to take place as scheduled would be an excrcise
in intentional amnesia. In 2013, when sequestration cuts took effect:

e Rental assistance was threatened for 140,000 familics.

e« The Meals on Wheels Association of America estimated the cut to Meals on Wheels
would eliminate the delivery of 19 million meals to seniors.

e Head Start eliminated services to 37,000 children.

e NASA migsions were threatened with delay.

e Schools on Native American reservations and military bases deferred building
maintenance; some were closed or consolidated.

e The IBI {urloughed 36.000 craployees and reduced its workforce by 3,500.

e More than 650,000 Defense Department staffers were forced to take up to 11 davs of
unpaid leave.

e Every state experienced pain, ranging from “canceled festivals to shuttered Head Start
programs to massive layofis.”

e In2013, CBO projected that if the cuts stayed in place through 2014, they would cost a
total of {.6 million jobs.

Unlike 2013 when funding for veterans medical programs was exempted from sequestration’s
harsh across-the-board cuts, the veterans healthcare system has no such exemption from
discretionary cuts going forward. The ability of Congress to maintain funding necessary to
meet the unique healtheare needs of veterans will be compromised if these cuts are not
reversed.

In fact, the Republican budget goes even further in cutting domestic funding by including
limitations on the ability of the Appropriations Committee to reduce mandatory spending to
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offset higher-priority discretionary spending programs. This rule change ends a long-standing
practice that pre-dates the statutory caps enacted in 2011, This limitation phases out this practice,
resulting in a $19 billion cut by 2021 or roughly 3 percent below that year’s post-sequester
level of non-defense funding.

The Republican Budget Provides No Assurance of Reforming Defense Funding

The Republican budget lays the groundwork for an increase in defense funding. Before we can
even have a conversation about whether to increase spending at the Pentagon, it is essential
we look at billions of dollars in waste, fraud, abuse, and cost overruns at the Department of
Defense, including:

e While GAO has identified over 100 needed reforms at the Defense Department to
increase efficiency and reduce waste, only a third of these proposed reforms have been
fully implemented.

e 3457 billion in cost overruns have been added to the Department of Defense’s $1.4
trillion acquisition portfolio, according to GAO. That’s $457 billion resulting from cost
growth above the original contractor estimates.

e Eight of the largest defense contractors in the United States have paid billions of dollars
in fines and settlements for misconduct and fraud over the past two decades while
raking in hundreds of billions of dollars in government contracts over the same time
period.

e While the rest of the federal government is able to pass an audit, DOD remains the only
department unable to do so. That means it can’t accurately account for its income and
receipts.

The Republican Budget Reverses Progress Moving Our Nation to Cleaner and More
Sustainable Ener

We know that climate change is real, that we are already experiencing its impacts, and that we
must change the way that we produce and use energy if we are to avert its most devastating
consequences. We have an obligation to our children and grandchildren to transition away from
polluting forms of energy and towards more sustainable fuels. Doing so will improve the health
of our families, lower our energy bills, and help avert the potentially catastrophic damages we
face from the impacts of climate change. But we also have the opportunity for American workers
to lead the world in making the new clean energy technologies that will be part of that transition.

But instead of moving us further along that transition, the Republican budget would continue
their party’s polluter welfare programs that protect the financial interests of coal and oil
companics at the expense of the health and welfare of our children and grandchildren.
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The Republican budget would:

+ Block efforts to ensure that taxpayers get a fair return from the development of energy
resources owned by the American people, while slashing funding for programs that save
middle-class consumers money on their energy bills and at the pump.

» Continue to shower the oil industry with tens of billions of dollars in wasteful
subsidies and carve-outs, while ending tax credits for energy efficiency and renewable
energy that lower our energy bills and makes us more energy-secure.

o Let polluters off the hook for cleaning up the messes they create by paving the way to
weaken health protections for air, water, toxic chemicals, and a host of other public
health protection for our children and families, and in the process leaving ordinary
Americans and taxpayers to bear those costs.

s Continue to deny the reality of climate change by halting the eritical investments we
need to make to protect families, communities, and taxpayers from its impacts, including
extreme storms, droughts, and sea level rise.

e Hand over America’s public lands and waters to oil, coal, and timber interests for more
drilling, mining, and logging, while standing in the way of efforts to preserve and
enhance the enjoyment of these public natural treasures for all Americans.

The Republican Budget Does Nothing to Increase the Wages of Working Families

Not only does the Republican budget eviscerate the social safety net, their plan inciudes nothing
to increase the income of ordinary Americans who are working longer hours for lower wages.

¢ The Republican budget holds tight to their party’s steadfast refusal to lift the minimum
wage. Raising the minimum wage to at {east $10.10 an hour would reduce government
spending on income-support programs by more than §7 billion a year.

e And despite widespread fears, two huge employers of minimum-wage workers - Target
and Walmart — are both on record stating that the minimum wage hikes we saw in 20
states earlier this month would lead to ncither staff cuts nor price hikes.

» The Republican budget does nothing to address the fact that workers can simultaneously

overtime work.

¢ QOver the last century, the decline in union membership has mirrored the income
gains of the top 10 percent of the income distribution — and yet the Republican budget
does nothing to rebalance bargaining power between employees and employers.

» Paid sick days, already a feature of most well-paying jobs, would be a boon for fow-
wage workers. Instead, the Republican budget does nothing to ensure more Americans
can benefit from paid sick days.

¢ While women still earn less than men for performing the exact same jobs, the
Republican budget is silent on the pressing issue of pay equity.
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Coanclusion

The Republican budget represents priorities very different from those of most Americans.
Balancing the budget on the backs of the most vulnerable among us while giving tax breaks to
millionaires and billionaires, as the Republicans do, is simply unacceptable. While we will fight
for a budget that creates millions of American jobs and increases wages, protects Social Security
and Medicare from benefits cuts, makes higher education more affordable, and implements a tax
code that is fair for the middle class, the Republican budget stands in stark contrast to these
national priorities.

Appendix
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2016-2025
Enzl budget as ded In markup {with macy effects) above {+} or below {-} January 2015 SBC Dems adjusted hascline;]
revenues ] 0 3 7 6 6 6 5 S 44
budget authority:
defense disc except war Q 0 0 1] o [} -14 14 «14 14 -56
NDD except war a ~10 -12 ~16 -18 =21 -29 38 -48 -57 250,
war a8 Bl g 1 1 8 227 228 23 29 78
subtotal, discretionary 46 -15 -12 -14 -17 -21 -1 -80 -80 ~101 -376
Health {550} -106 -185 -215 ~233 -251 -267 285 -300 -318 <332 ~2,490
Net Medicare {570} -11 -22 -33 -aL -51 -61 -71 -81 -93 -102 -566
Income security {500] 0 -G8 -64 85 -87 -30 -97 -96 -54 -104 786
Social Security (650) 0 0 0 o o o 0 0 L] o 90
all other mandatory 55 -a6 .50 -60 54 -67 278 -36 -3 198 737
subtotal, mandatory -173 -322 ~362 -420 -452 ~485 532 -563 -536 ~736 4,573
net interest -2 -8 ~22 -40 -60 -82 -108 . =137 -168 -198 -823]
TOTAL budget authority 129 -345 -395 -474 2529 -588 2710 2780 2794 -1,034 5,728
Deficits {+} ~120 -315 ~390 -478 -530 -590 -694 ~773 -790 -1,022 -5,701]
Mema: Deficits are catculated from outtays, not budget autharity; actual Treasury payments {outlays) differ slightly from the levels of
budget autharity due to timing lags.
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